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1. Introduction

General Discussion
The purpose of the sem�-annual Rev-
enue Sources Book �s to prov�de the 
governor, leg�slature and c�t�zens of the 
state w�th a summary of our past col-
lect�ons of state revenue and a forecast 
of future revenue. Revenues are cat-
egor�zed �nto four major components: 
o�l and gas royalt�es and taxes, �ncome 
from sources other than o�l �nclud�ng 
non-o�l taxes and fees, federal dollars 
and �nvestment revenues. 

O�l revenues cont�nue to dom�nate the 
unrestr�cted revenue p�cture—and w�ll 
cont�nue to prov�de at least 85% of 
Unrestr�cted General Purpose Revenue 
through FY 2010. However, North 
Slope o�l product�on �s decl�n�ng. In FY 

2006, ANS output was 0.845 m�ll�on 
barrels per day compared to a peak of 
2.006 m�ll�on barrels a day �n FY 1988. 
Wh�le product�on decl�ned by almost 
58% over that per�od, the market pr�ce 
of o�l has more than tr�pled. For FY 
2007, we project o�l product�on w�ll 
cont�nue to decrease to 0.740 m�ll�on 
barrels per day.

Before the run-up �n crude o�l pr�ces, 
beg�nn�ng �n about 2003, the Const�-
tut�onal Budget Reserve Fund (CBRF) 
was used to balance the state’s budget 
�n 10 of 15 years. Even �f pr�ces rema�n 
h�gh, the rap�d fall �n North Slope 
crude o�l volumes could lead to future 
budget shortfalls and draws on the 
CBRF.

Alaska’s total revenue p�cture also 
�ncludes earn�ngs from the Permanent 
Fund, federal revenue and reserves �n 
the CBRF. We hope that the �nforma-
t�on prov�ded �n th�s book prov�des 
greater �ns�ght not only �nto the sources 
of revenue that support the state today, 
but also �nto future revenues from po-
tent�al new sources on the hor�zon. 

Please note that totals �n the tables 
throughout th�s publ�cat�on may not 
equal the sum of components due to 
round�ng.
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2. Executive Summary

Total Government Revenue

F�gure 2-1. FY 2006 Total Revenue $10.5 b�ll�on

Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment)  
$1.0 b�ll�on

O�l $4.4 b�ll�on

Total Revenue

$10.5 b�ll�on
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Figure 2-2. Total Governmental Revenue by Major Component, FY 2006 and Forecasted FY 2007-2008        
($ million)

Oil Revenue H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Property tax 54.5 51.7 51.4
Corporate �ncome tax 661.1 657.2 493.7
Product�on tax 1,199.2 2,067.2 1,476.1
Royalt�es (�nclud�ng bonuses, rents, & �nterest) 1,784.1 1,555.4 1,336.0
Subtotal 3,698.9 4,331.5 3,357.2

Restricted
Royalt�es (�nclud�ng bonuses, rents & �nterest) 611.5 518.6 447.8
Tax settlements to CBRF 43.7 90.0 20.0
NPR-A royalt�es, rents and bonuses 2.9 6.4 7.6
Subtotal 658.1 615.0 475.4

Subtotal oil revenue 4,357.0 4,946.5 3,832.6

Other Revenue (Except Federal & Investment)
Unrestricted FY 2006 FY 2007 FY 2008
Taxes (see F�gure 5-3) 327.6 347.9 344.9
Charges for serv�ces (see F�gure 5-4) 23.1 23.1 23.1
F�nes and forfe�tures 8.5 10.3 10.3
L�censes and perm�ts 41.9 44.1 44.9
Rents and royalt�es 8.8 9.4 9.5
Other 40.6 22.0 20.5
Subtotal 450.5 456.8 453.2

Restricted
Taxes (see F�gure 5-3) 86.3 84.7 128.8
Charges for serv�ces (see F�gure 5-4) 225.0 235.8 239.6
F�nes and forfe�tures 21.0 20.1 30.6
L�censes and perm�ts 30.6 37.1 37.5
Rents and royalt�es 5.9 5.9 5.9
Other 156.7 100.4 176.7
Subtotal 525.5 484.0 619.1

Subtotal other revenue                976.0 940.8 1,072.3
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Figure 2-2. Continued

Federal Revenue        H�story Forecast

FY 2006 FY 2007 FY 2008
Restricted 1,971.5 3,048.5 3,048.5

Subtotal federal revenue 1,971.5 3,048.5 3,048.5

Investment Revenue
Unrestricted

Investments 51.9 122.6 99.3
Interest pa�d by others 1.4 1.4 1.4
Subtotal 53.3 124.0 100.7

Restricted

Investments 14.4 37.9 29.1
Const�tut�onal Budget Reserve Fund 73.3 176.1 176.5
Other treasury managed funds 13.4 22.3 23.0
Alaska Permanent Fund (GASB) 3,072.3 2,512.5 2,673.9
Subtotal 3,173.3 2,748.8 2,902.5

Subtotal investment 3,226.7 2,872.8 3,003.2

Grand total 10,531.2 11,808.6 10,956.6
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Investment $0.1 b�ll�on

Figure 2-3. Total Government by Major Component, FY 2006

O�l $3.7 b�ll�on

Other (except federal & �nvestment) $0.5 b�ll�on

Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment) $0.5 b�ll�on

O�l $0.7 b�ll�on

Unrestr�cted 
$4.2 b�ll�on

Restr�cted 
$6.3 b�ll�on

Figure 2-4. Total Governmental State Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

Revenue Source      H�story Forecast

FY 2006 FY 2007 FY 2008

Unrestricted
O�l revenue 3,698.9 4,331.5 3,357.2
Other revenue (except federal & �nvestment) 450.5 456.8 453.2
Investment earn�ngs 53.3 124.0 100.7

Subtotal 4,202.7 4,912.3 3,911.1

Restricted
O�l revenue 658.1 615.0 475.4
Other revenue (except federal & �nvestment) 525.5 484.0 619.1
Investment earn�ngs 3,173.3 2,748.8 2,902.5
Federal revenue 1,971.5 3,048.5 3,048.5

Subtotal 6,328.4 6,896.3 7,045.5

Grand total 10,531.2 11,808.6 10,956.6
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Unrestricted General 
Purpose Revenue
Unrestr�cted General Purpose Revenue 
�s the amount generally used for budget 
plann�ng purposes and des�gnated �n 
budget documents as General Fund 
revenue. F�gure 2-5 on the next two 
pages sets out FY 2006 Unrestr�cted 
General Purpose Revenue and our 
forecast for FY 2007 and 2008.

The Department of Revenue uses a 
three-step process to make �ts final est�-
mate of Unrestr�cted General Purpose 
Revenue. 

Step 1. We est�mate all unrestr�cted 
revenues �n the Alaska State Account-
�ng System (AKSAS), as well as certa�n 

program rece�pts, by us�ng our forecast 
models and obta�n�ng est�mates from 
other state agenc�es.

Step 2. We then consult the Governor’s 
Office of Management and Budget and 
Leg�slat�ve F�nance for the�r �nput.

Step 3. F�nally, follow�ng analys�s, we 
adjust our �n�t�al project�on to der�ve a 
forecast of total Unrestr�cted General 
Purpose Revenue. 

•  Reduct�ons m�ght �nclude: (a) reve-
nue earmarked for spec�fic programs, 
(b) pass-through revenue for qual�-
fied reg�onal aquaculture and d�ve 
fishery assoc�at�ons, and (c) revenue 

shared w�th mun�c�pal governments 
and organ�zat�ons (e.g., fisher�es 
taxes). 

• Add�t�ons m�ght �nclude transfers 
from the uncla�med property trust 
to the state treasury.
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Figure 2-5. Unrestricted General Purpose Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast

Oil Revenue FY 2006 FY 2007 FY 2008

Property tax 54.5 51.7 51.4
Corporate �ncome tax 661.1 657.2 493.7
Product�on tax

O�l & gas product�on 1,191.4 2,057.5 1,466.3
O�l & gas hazardous release 7.8 9.7 9.8

Subtotal production tax 1,199.2 2,067.2 1,476.1
Royalt�es (�nclud�ng bonuses, rents, & �nterest)

M�neral bonuses & rents 11.6 41.4 17.3
O�l & gas royalt�es 1,772.2 1,503.9 1,317.2
Interest 0.3 10.0 1.4

Subtotal royalties 1,784.1 1,555.4 1,336.0
Total oil revenue 3,698.9 4,331.5 3,357.2

Other revenue (except federal & investment)
Sales & use

Alcohol�c beverages 17.6 17.8 18.2
Tobacco products – c�garettes(1) 26.4 32.1 36.2
Tobacco products – other 7.6 7.9 8.3
Insurance prem�um 44.3 45.4 45.9
Electr�c and telephone cooperat�ve 0.2 0.2 0.2
Motor fuel tax 42.0 42.9 43.4
Veh�cle rental 7.7 7.8 8.0
T�re fee 1.6 1.7 1.7

Subtotal sales & use 147.4 155.8 161.9

Corporate income tax(2) 137.6 135.7 128.7

F�sh
F�sher�es bus�ness(3) 15.2 15.6 16.1
F�shery resource land�ng(3) 5.8 4.1 4.3

Subtotal fish 21.0 19.7 20.4

Other
M�n�ng 18.6 34.3 31.5
Estate 0.6 0.0 0.0
Char�table gam�ng 2.4 2.4 2.4

Subtotal other 21.6 36.7 33.9

Subtotal other taxes 327.6 347.9 344.9
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Figure 2-5. Continued

 H�story Forecast

Other revenue (except federal & investment) FY 2006 FY 2007 FY 2008

Charges for serv�ces
General government 21.0 21.0 21.0
Natural resources 1.9 1.9 1.9
Other 0.2 0.2 0.2

Subtotal charges for services 23.1 23.1 23.1

Fines & forfeitures 8.5 10.3 10.3

L�censes & perm�ts
Motor veh�cle 37.7 39.8 40.6
Alcohol�c beverage l�censes 1.0 1.1 1.1
Other 3.2 3.2 3.2

Subtotal licenses & permits 41.9 44.1 44.9

Rents & royalt�es
Land leas�ng, rental & sales 7.4 7.9 7.9
Coals royalt�es 1.1 1.2 1.3
Cab�n rentals 0.3 0.3 0.3

Subtotal rents & royalties 8.8 9.4 9.5

Other
M�scellaneous 30.6 16.5 16.5
Uncla�med property 10.0 5.5 4.0

Subtotal other 40.6 22.0 20.5

Total other (except federal & investment) 450.5 456.8 453.2

Investment Revenue
Investments 51.9 122.6 99.3

Interest pa�d by others 1.4 1.4 1.4
Subtotal investment revenue 53.3 124.0 100.7

Total unrestricted revenue 4,202.7 4,912.3 3,911.1

(1) The tobacco (c�garette) tax reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s F�scal Year 2006 Annual Re-
port because of t�m�ng �ssues. Some tax returns are not rece�ved and processed unt�l after the state account�ng system has closed, result�ng 
�n the�r be�ng counted �n the follow�ng fiscal year. 

(2) The amount of corporate  �ncome tax reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s FY 2006 Annual 
Report because of t�m�ng �ssues. A small amount of revenue was moved to th�s account after the close of the fiscal year. Th�s correct�on �s 
reflected �n the Annual Report, but �s not �ncluded here because �t �s not �ncluded �n the state account�ng system.

(3) The fisher�es taxes reported here d�ffer sl�ghtly from the amounts recorded �n the Tax D�v�s�on’s FY 2006 Annual Report because of 
t�m�ng �ssues. Some tax returns are not rece�ved and processed unt�l after the state account�ng system has closed, result�ng �n the�r be�ng 
counted �n the follow�ng fiscal year.
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Crude Oil Price
Forecast
O�l revenue w�ll prov�de at least 85% 
of forecasted Unrestr�cted General Pur-
pose Revenue through FY 2010. Two 
elements are cr�t�cal to the o�l revenue 
forecast: pr�ce and volume. 

There �s no pr�ce for Alaska crude o�l 
on the New York Mercant�le Exchange 
(NYMEX) (1) or other commod�ty 
exchanges. The spot pr�ce of Alaska 
North Slope (ANS) �s calculated by 
subtract�ng a market d�fferent�al from 
the pr�ce of West Texas Intermed�ate 
(WTI) quoted on the NYMEX.  Four 
d�fferent assessment serv�ces est�mate 
that market d�fferent�al and report a 
da�ly spot pr�ce for ANS. 

All of Alaska’s o�l product�on �s de-
l�vered to refiner�es on the U.S. West 

Coast (�nclud�ng Alaska and Hawa��). 
Consequently, Alaska’s royalty and 
product�on tax revenue depends �n 
large part on the average market pr�ce 
of ANS crude o�l at U.S. West Coast 
refin�ng centers.

The table below conta�ns crude o�l 
pr�ces for FY 2006 and the Department 
of Revenue’s forecast of pr�ces for the 
11-year per�od beg�nn�ng w�th the cur-
rent fiscal year FY 2007 and cont�nu�ng 
through FY 2017. The o�l pr�ce forecast 
�s based on a subject�ve assessment of 
market dynam�cs and trend analys�s by 
part�c�pants at a Department of Rev-
enue pr�ce scenar�o meet�ng. 

Figure 2-6. WTI, ANS West Coast and ANS Wellhead, FY 2006 and Forecasted FY 2007-2017                 
(Nominal $ per barrel)

Fiscal Year WTI ANS West Coast ANS Wellhead

2006 63.01 60.80 55.33
2007 61.45 59.15 52.35
2008 53.75 51.25 44.97
2009 52.00 49.50 44.84
2010 51.50 49.00 44.09
2011 52.50 50.00 44.98
2012 50.00 47.50 42.24
2013 47.50 45.00 39.62
2014 44.00 41.50 35.88
2015 45.00 42.50 36.66
2016 46.00 43.50 37.51
2017 47.00 44.50 38.34

(1) The NYMEX futures market �s one source for a WTI quote. A da�ly WTI spot quote could also be determ�ned by a report�ng serv�ce’s da�ly assess-
ment of the WTI spot market.
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Figure 2-7. ANS West Coast and Futures Market Oil Prices ($ per barrel)
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F�gure 2-7 shows: (1) the monthly 
ANS West Coast market pr�ce from 
July 1997 through September 2006, 
(2) the 60-month mov�ng average West 
Coast market pr�ce for the same per�od 
and (3) the der�ved NYMEX crude o�l 
futures pr�ce of ANS from October 
2006 to January 2011.

The figure �llustrates a number of �ssues 
w�th respect to o�l pr�ces �nclud�ng:

• month-to-month crude o�l pr�ce 
volat�l�ty—monthly ANS West 
Coast pr�ces dur�ng th�s t�me per�od 
ranged from just under $9.39 per 
barrel to $73.10 per barrel.

• the 60-month mov�ng average �s 
$39.52 per barrel and has �ncreased 
dramat�cally s�nce 1999.

• the der�ved futures market pr�ce of 
October 2006 shows pr�ces have 
sl�pped a b�t from July 2006 record 
h�ghs.

We assume that over the med�um-
term, ANS o�l pr�ces w�ll average $49 
per barrel �n FY 2010, $50 per barrel 
�n FY 2011, and $47.50 per barrel �n 
FY 2012 (�n nom�nal terms). Over the 
long run, beg�nn�ng �n FY 2014, pr�ces 
w�ll �ncrease at 2.75% per year. Th�s 
long-run pr�ce assumpt�on was changed 
th�s year for the first t�me s�nce our fall 
2004 forecast based on Tax D�v�s�on 
protocol.(2)

(2) Accord�ng to the department’s pr�ce forecast�ng protocol, long-run crude o�l pr�ce project�ons can only be changed every two years �f pr�ce Delph� 
forecast�ng part�c�pants agree to a change over the pr�or two consecut�ve fall forecast�ng sess�ons.
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Crude Oil Production 
Forecast
Alaska North Slope crude o�l produc-
t�on peaked at 2.006 m�ll�on barrels 
per day �n FY 1988 and has stead�ly 
decl�ned s�nce. In FY 2006, ANS 
product�on averaged 0.845 m�ll�on 
barrels per day, and we project produc-
t�on to decrease by about 12% to 0.740 
m�ll�on barrels per day �n FY 2007. 
A s�gn�ficant port�on of th�s decrease 
�s attr�butable to p�pel�ne corros�on 
�ssues at Prudhoe Bay, L�sburne and 
M�lne Po�nt. For th�s forecast, we have 
decreased our expectat�on of future 
product�on, based on recent h�stor�cal 
events. The North Slope �s a mature 
o�l prov�nce w�th ag�ng �nfrastructure. 
Look�ng �nto the future, �t �s the ag-
�ng �nfrastructure—w�th add�t�onal 
potent�al down t�me—that �s prompt-
�ng an add�t�onal reduct�on �n crude o�l 
product�on volumes. We see up to 10% 
of the product�on be�ng at r�sk because 

of the ag�ng �nfrastructure problem and 
project delays �n heavy o�l and satell�te 
field development.

Th�s product�on forecast has been 
rev�sed s�nce last spr�ng. For the first 
t�me, we offer a d�screte forecast for off-
shore fields Oooguruk and N�ka�tchuq. 
Oooguruk �s expected to come on l�ne 
�n FY 2008 at approx�mately 3,000 
barrels per day peak�ng at about 17,000 
barrels per day; N�ka�tchuq �n FY 
2009 at 4,000 barrels per day peak-
�ng at about 14,000 barrels per day. 
We expect Alp�ne West to add almost 
7,000 barrels per day by FY 2010, 
peak�ng at about 12,000 barrels per day 
�n FY 2012. We have not changed our 
product�on forecast for the Nat�onal 
Petroleum Reserve-Alaska (NPR-A). 
We st�ll ant�c�pate that the NPR-A w�ll 
add 10,000 barrels per day by FY 2011 

peak�ng at 65,000 barrels per day by 
FY 2015.  We delayed Po�nt Thomson 
one year �n keep�ng w�th our ten-year 
development lead-t�me assumpt�on, 
wh�ch may be conservat�ve. For th�s 
forecast, we have not l�nked the devel-
opment of Po�nt Thomson to any gas 
p�pel�ne project or contract. 

More d�scuss�on of th�s fall 2006 o�l 
product�on forecast can be found �n 
Sect�on 4. O�l Revenue. Also, a de-
ta�led field-by-field product�on forecast 
�s �ncluded �n the append�ces of th�s 
forecast.

We cont�nue to present the ANS 
product�on forecast �n three parts: 
(1) currently produc�ng, (2) currently 
under development and (3) currently 
be�ng evaluated for development. We 
do th�s so that the reader w�ll have an 
understand�ng about the uncerta�nty 

Figure 2-8. Alaska North Slope Production, FY 2006 and Forecasted FY 2007-2017(1) (million barrels/day)

Fiscal Year Currently 
Producing

Under       
Development

Under          
Evaluation Total ANS

2006 0.845 0.000 0.000 0.845
2007 0.705 0.034 0.000 0.740
2008 0.676 0.102 0.004 0.782
2009 0.626 0.128 0.025 0.779
2010 0.577 0.143 0.059 0.779
2011 0.535 0.150 0.098 0.782
2012 0.495 0.147 0.190 0.831
2013 0.460 0.139 0.196 0.795
2014 0.432 0.133 0.208 0.772
2015 0.408 0.127 0.201 0.737
2016 0.387 0.124 0.186 0.696
2017 0.369 0.119 0.242 0.730

(1) Some of the o�l forecasted �n the Under Development and Under Evaluat�on categor�es are from new projects �n fields currently produc�ng.
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assoc�ated w�th the product�on forecast. 
We cont�nue to forecast product�on of 
those reserves that have already been 
d�scovered and at m�n�mum are be�ng 
evaluated for development. 

Just as �mportant as what we do fore-
cast for product�on �s what we don’t 
forecast. Th�s product�on project�on 
does not �nclude any v�scous o�l from 
the 20 b�ll�on barrel Ugnu field, wh�ch 
�s �n the evaluat�on mode, and less 

than 5% of the v�scous o�l known to 
ex�st �n the 10 b�ll�on barrel West Sak 
field.  Also absent �s any product�on 
from known federal offshore o�l fields 
Hammerhead, Kuvlum and Sandp�per, 
all of wh�ch could prov�de revenue-
shar�ng to the state and help susta�n the 
Trans-Alaska P�pel�ne System (TAPS) 
throughput. Lastly, we w�thhold any 
est�mate of future product�on from un-
announced d�scover�es or und�scovered 

fields, �nclud�ng ANWR and NPR-A.

We bel�eve our forecast of 6.5-7.5 
b�ll�on barrels of recoverable o�l by FY 
2040-2050, respect�vely, represents a 
conservat�ve est�mate of the rema�n�ng 
potent�al �n Alaska.

Figure 2-9. ANS Production Forecast by Category, FY 1998-2006, Forecasted FY 2007-2017⁽1⁾           
(million barrels/day)

(1) Some of the o�l forecasted �n the Under Development and Under Evaluat�on categor�es are from new projects �n fields currently produc�ng.
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Figure 2-10. New Oil as a Percentage of Total Oil (million barrels/day)

Fiscal Year Total New Oil ANS Total Percentage 
New Oil

2007 0.034 0.740 4.6%
2008 0.106 0.782 13.6%
2009 0.153 0.779 19.7%
2010 0.201 0.779 25.9%
2011 0.248 0.782 31.7%
2012 0.337 0.831 40.5%
2013 0.336 0.795 42.2%
2014 0.340 0.772 44.1%
2015 0.329 0.737 44.6%
2016 0.309 0.696 44.4%
2017 0.361 0.730 49.5%

New Oil Development
As product�on from the Prudhoe Bay 
and Kuparuk fields cont�nue to decl�ne, 
some of the decl�ne w�ll be offset by 
new o�l development. In our refer-

ence-case forecast, new o�l �s defined 
as crude already d�scovered and under 
evaluat�on or under development. By 
FY 2010, as F�gure 2-10 shows, one-

quarter of our projected o�l produc-
t�on w�ll come from projects requ�r�ng 
s�gn�ficant new �nvestment.
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Petroleum Profits Tax 
(PPT) Replaces ELF-
Based Severance Tax
The Petroleum Profits Tax (PPT), a 
major rewr�te of the State’s o�l and gas 
product�on tax system (also known as 
the “severance tax”), was s�gned �nto 
law by Governor Murkowsk� on August 
19, 2006.  The PPT system replaces the 
pr�or product�on tax system based on 
the Econom�c L�m�t Factor (ELF), por-
t�ons of wh�ch had been �n place s�nce 
the 1970s.  The tax change was the end 
result of �ntense analys�s and debate 
dur�ng the 24th Leg�slat�ve Sess�on 
that encompassed the regular leg�slat�ve 
sess�on and two 30-day spec�al ses-
s�ons.  To v�ew the PPT leg�slat�on �n 
�ts ent�rety, see http://www.leg�s.state.
ak.us/PDF/24/B�lls/HB3001Z.PDF.  

How the PPT Works
The PPT �s a s�gn�ficant departure from 
the pr�or product�on tax system, based 
on the Econom�c L�m�t Factor (ELF).  
The ELF-based system taxed o�l and 
gas on �ts value at the po�nt of produc-
t�on (also called the “wellhead value”), 
after be�ng adjusted by the property’s 
ELF, mak�ng �t a tax that was spec�fic 
to a property.  The ELF for a part�cular 
property was calculated us�ng a com-
plex formula that compared product�on 
levels w�th the number of wells for that 
property.  The result�ng ELF value was 
always between 0 and 1, mean�ng that 
propert�es could have been assessed for 
as l�ttle as zero product�on tax or they 
have been taxed at the h�ghest nom�-
nal tax rate of 15% of the property’s 
wellhead value.  

Rather than be�ng a tax from a spe-
c�fic property, the PPT �s a tax on the 
“profits” of o�l and gas produced by a 
company.  L�ke the ELF-based tax, the 
PPT starts w�th the value at the po�nt 

of product�on, but �t then departs from 
the ELF tax by recogn�z�ng the costs 
a company �ncurs to produce that o�l 
or gas.  By subtract�ng costs from the 
value of product�on, a company arr�ves 
at �ts “product�on tax value,” a term 
very s�m�lar �n concept to a company’s 
net �ncome.  The product�on tax 
value �s mult�pl�ed by the PPT tax 
rate—22.5%—to arr�ve at the base tax.  
Should the product�on tax value exceed 
$40 per barrel of o�l produced (or the 
equ�valent �n gas), the tax rate �ncreases 
0.25% for every dollar the per-barrel 
product�on tax value �s over $40.  

A company’s PPT tax l�ab�l�ty �s re-
duced to the extent that the company 
�nvests �n equ�pment, projects, or other 
�tems that are deemed “cap�tal expend�-
tures.”  Cap�tal expend�tures generally 
�nclude costs related to the purchase of 
dr�ll r�gs or other equ�pment, �nfra-
structure, explorat�on, and fac�l�ty 
expans�on.  These costs, wh�ch are 
cap�tal�zed on company financ�al state-
ments, are �mmed�ately expensed under 
the PPT to arr�ve at the product�on tax 
value.  Cap�tal costs are also el�g�ble 
for a 20% cred�t aga�nst the company’s 
PPT l�ab�l�ty.  In order to protect the 
state from cred�t�ng compan�es for 
unmet ma�ntenance obl�gat�ons, the 
Leg�slature spec�fically d�sallowed cap�-
tal expend�tures up to $0.30 per barrel 

under the PPT.  

The 20% cap�tal �nvestment cred�t �s 
�ntended to encourage re-�nvestment �n 
Alaska.  It has been the adm�n�strat�on’s 
v�ew, as well as the Leg�slature’s, that 
cap�tal �nvestments, whether d�rectly or 
�nd�rectly related to explorat�on, may 
ult�mately lead to �ncreased future o�l 
or gas product�on.  

Two other s�gn�ficant cred�ts round out 
the PPT system:  the trans�t�on cred�t, 
and the base allowance.  Both cred�ts 
are temporary, last�ng 10 years or less, 
and each has spec�fic l�m�tat�ons on �ts 
ava�lab�l�ty.  The trans�t�on cred�t allows 
compan�es cred�ts for cap�tal expend�-
tures made w�th�n 5 years pr�or to the 
enactment of the PPT, but requ�res 
current cap�tal �nvestment.  The base 
allowance �s a cred�t of $12 m�ll�on per 
year or less, granted to small producers 
that have a tax l�ab�l�ty under the PPT.  
Ne�ther of these cred�ts can be used to 
reduce a taxpayer’s l�ab�l�ty to less than 
zero.  

Compan�es w�th operat�ons �n Cook 
Inlet, or �n areas of the state other than 
the North Slope and Cook Inlet, have 
spec�al tax prov�s�ons that apply under 
the PPT.  For example, Cook Inlet op-
erators pay the lower of the ELF-based 
tax or the PPT.  Such spec�al except�ons 
are not d�scussed �n deta�l here.

The PPT tax l�ab�l�ty formula can be �llustrated as a relat�vely s�mple equa-
t�on as follows:

PPT Tax Liability = [(Value – Costs) x Tax Rate] – Credits

The terms used �n the equat�on are defined as follows:

Value = Volume of O�l and Gas Produced x Wellhead Value

Costs = Operat�ng Expend�tures + Cap�tal Expend�tures 

Tax Rate = 22.5% + 0.25% for every $1 per barrel that th�s “net �ncome” exceeds $40

Credits = (20% x Cap�tal Expend�tures) + (20% x El�g�ble Trans�t�on       
Expend�tures) + Base Allowance (as descr�bed above)
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Estimated Revenue Under 
the PPT
Tax revenues generated under the PPT 
w�ll vary by pr�ce and by product�on 
levels, just l�ke the ELF-based tax d�d.  
Because the PPT �ncludes costs �n the 
tax calculat�on as well, there �s a th�rd 
var�able upon wh�ch tax revenues w�ll 
depend.  The revenues the State rece�ves 
from the PPT w�ll be cont�ngent on 
o�l pr�ces, on North Slope product�on, 
and on how much �t costs to produce 
the o�l.

Prel�m�nary est�mates by the Depart-
ment of Revenue �nd�cate that the 
PPT w�ll generate more product�on 
tax revenue than the ELF-based tax 
at ANS pr�ces above (about) $25 per 
barrel.  When pr�ces are below $25 per 
barrel, or when costs are h�gh relat�ve 
to the pr�ce of o�l, a tax floor �s tr�g-
gered, wh�ch protects some level of tax 

revenue for the State.  If pr�ces average 
around $60 per barrel for FY07, and 
w�th currently projected product�on 
and cost est�mates, the PPT could 
generate over $2 b�ll�on �n product�on 
tax revenue th�s year—over $1 b�ll�on 
dollars more than the ELF-based tax 
would generate at that pr�ce.  

The chart below shows cumulat�ve 
forecasted product�on tax revenues 
under the ELF-based tax and under the 
PPT for the per�od of FY 2008 through 
FY 2012.  PPT revenues are lower than 
prev�ously ant�c�pated because of the 
add�t�onal near-term costs related to 
p�pel�ne repa�rs and lower than expect-
ed product�on volumes �n FY07 and 
08.  Over the long-term, we bel�eve 
that the PPT w�ll generate h�gher tax 
revenues than the ELF-based system at 
pr�ces �n the $25-$30 per barrel range.    

Although the PPT tax changes were 

made retroact�ve to Apr�l 1, 2006, 
taxpayers w�ll make monthly payments 
based on the ELF tax for the rema�n-
der of calendar year 2006.  The first 
tax payment under the PPT w�ll be 
made at the end of February 2007, for 
product�on occurr�ng �n January 2007.  
At the end of March 2007, taxpayers 
w�ll be expected to make a “true-up” 
payment for any add�t�onal PPT tax l�-
ab�l�ty for the per�od of Apr�l 1 through 
December 31, 2006.

Adm�n�strat�vely, the monthly and 
annual report�ng and payment struc-
ture w�ll d�ffer under the PPT from 
that used under the ELF-based system.  
Under the PPT, compan�es w�ll make 
est�mated payments every month and 
compute the�r annual tax l�ab�l�ty once 
�n a calendar year (�n March for the 
prev�ous calendar year).  Under the 
ELF system, compan�es made monthly 

Figure 2-11. Estimated Cumulative Production Tax, 2008-2012 Under ELF-based Production 
Tax and PPT Production Tax
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payments and filed the�r returns every 
month.

Putting the PPT in Place
As w�th any new leg�slat�on, there �s 
st�ll plenty of work to do after the b�ll 
�s s�gned �nto law.  Putt�ng a huge tax 
reform such as the PPT �nto place 
requ�res the coord�nat�on of several 
processes �n order to ach�eve a smooth 
trans�t�on.  These processes �nclude 
wr�t�ng regulat�ons, des�gn�ng comput-
er systems and taxpayer forms, prov�d-
�ng tra�n�ng to taxpayers and agency 
staff, and h�r�ng supplemental person-
nel as needed.  

Forecast�ng revenues under the PPT 
w�ll pose add�t�onal challenges for the 
Department of Revenue. Under the 
new system, the department w�ll have 
to cons�der cost levels �n add�t�on to 
volumes and pr�ces. Although much 
about cost levels �s known, extraord�-

nary events such as p�pel�ne leaks or 
other mechan�cal fa�lures can cause 
costs to escalate beyond forecasted lev-
els.  S�m�larly, effic�ency ga�ns �n da�ly 
operat�ons w�ll translate to �ncreased 
revenues for the State.  

The change from the ELF tax to the 
PPT �s arguably the b�ggest change �n 
the h�story of petroleum product�on 
taxat�on �n the state.  It �s the depart-
ment’s hope that w�th th�s change w�ll 
come �ncreased explorat�on and pro-
duct�on of Alaska’s plent�ful resources.  

Longer-Term           
Unrestricted Revenue 
Outlook
Us�ng the pr�ce and volume com-
ponents developed for th�s fall 2006 
forecast, the table below summar�zes 

the department’s forecast of total Un-
restr�cted General Purpose Revenue 
through FY 2017.

Figure 2-12. Total Unrestricted General Purpose Revenue, FY 2006 and Forecasted FY 2007-2017 ($ million)

Fiscal Year Unrestricted Oil 
Revenue

Unrestricted 
Other Revenue 

(except federal & 
investment)

Unrestricted 
Investment 

Revenue

Total            
Unrestricted 

Revenue

Percent From 
Oil

2006 3,698.9 450.5 53.3 4,202.7 88%
2007 4,331.5 456.8 124.0 4,912.3 88%
2008 3,357.2 453.2 100.7 3,911.1 86%
2009 3,224.3 451.6 100.7 3,776.6 85%
2010 3,105.7 462.6 100.7 3,669.0 85%
2011 3,137.4 480.7 100.7 3,718.8 84%
2012 3,002.5 489.0 100.7 3,592.2 84%
2013 2,710.0 496.5 100.7 3,307.2 82%
2014 2,363.4 504.0 100.7 2,968.1 80%
2015 2,223.9 515.0 100.7 2,839.6 78%
2016 2,149.9 524.1 100.7 2,774.7 77%
2017 2,337.9 526.4 100.7 2,965.0 79%
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Spending,              
Forecasted Revenue 
and the Constitutional 
Budget Reserve Fund
As approved by voters �n 1990, all 
rece�pts from o�l and gas tax and roy-
alty settlements are depos�ted �nto the 
Const�tut�onal Budget Reserve Fund 
(CBRF). The state has depos�ted about 
$5.6 b�ll�on �nto the reserve fund, 
generat�ng about $1.8 b�ll�on �n �nvest-
ment earn�ngs. S�nce the �ncrease �n 
o�l pr�ces beg�nn�ng �n about 2003, no 
CBRF w�thdrawals have been necessary 
to balance the state’s budget. However, 
g�ven pr�ce volat�l�ty and the decl�ne 
expected �n volumes from the North 
Slope, the state may have to depend on 
the CBRF �n the future. Through Sep-
tember 30, 2006, approx�mately $5.1 

b�ll�on had been borrowed from the 
CBRF to balance the budget, leav�ng 
a balance of $2.4 b�ll�on. Accord�ng to 
the State Const�tut�on, the $5.1 b�ll�on 
must be repa�d to the CBRF.

Two tables are presented below to 
help the reader understand the t�me 
per�od �n wh�ch the CBRF would be 
depleted. F�gure 2-13(A) presents the 
case where all surpluses are depos�ted 
�n the CBRF.  F�gure 2-13(B) presents 
the case where no surpluses are depos-
�ted �n the CBRF.  For example, us�ng 
the DOR pr�ce and revenue forecast 
and assum�ng a General Fund appro-
pr�at�ons budget of $4.6 b�ll�on �n FY 

2007 and a flat appropr�at�ons budget 
of $3.7 b�ll�on thereafter, the CBRF 
would not be depleted before 2020 
�f all budget surpluses were depos�ted 
�nto the CBRF (see F�gure 2-13(A)). By 
contrast, �f none of the budget surplus-
es were depos�ted �nto the CBRF, the 
CBRF would be depleted �n February 
2018 (see F�gure 2-13(B)). 

Figure 2-13 (A). CBRF Run-Out Date With Excess Revenue Deposited into CBRF(1) 

Annual State Budget 
After FY 07 ($ billion)

Fall 2006 Oil 
Price Forecast(2) $25 $35 $45 $55 $65

2.3 Dec 2020 Aug 2015 Dec 2020 Dec 2020 Dec 2020  Dec 2020
2.7 Dec 2020 Mar 2012 Dec 2020 Dec 2020 Dec 2020 Dec 2020
3.0 Dec 2020 Jan 2011 May 2017 Dec 2020 Dec 2020 Dec 2020
3.3 Dec 2020 May 2010 Nov 2013 Dec 2020 Dec 2020 Dec 2020
3.7 Dec 2020 Oct 2009 Jul 2011 Apr 2019 Dec 2020 Dec 2020
4.0 Feb 2017 Jun 2009 Aug 2010 Mar 2015 Dec 2020 Dec 2020
4.3 Sep 2014 Mar 2009 Feb 2010 Sep 2012 Dec 2020 Dec 2020
4.6 Jan 2013 Dec 2008 Sep 2009 Apr 2011 Dec 2017 Dec 2020

Fiscal Model of Oil Revenue & CBRF Performance at Selected Prices ($/barrel) (3)

(1), (2), (3)  see footnotes on next page
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(1) Matr�x starts �n FY 2008. Fall 2006 forecasted product�on volumes are used. The date Dec 2020 �nd�cates that the CBRF does not run 
out dur�ng matr�x t�meframe. 

(2) Fall 2006 forecasted ANS pr�ce project�ons are $51.25 per barrel �n FY 2008, $49.50 per barrel �n FY 2009, $49 per barrel �n FY 2010, 
$50 per barrel �n FY 2011, $47.50 per barrel �n FY 2012 and $45 per barrel �n FY 2013. For FY 2014-beyond ANS pr�ces are est�mated to 
grow at 2.75%

(3) Matr�x allows reader to select spec�fic fiscal year pr�ce (from FY 2008-beyond) to determ�ne CBRF exhaust�on data.

Figure 2-13 (B). CBRF Run-Out Date Without Excess Revenue Deposited into CBRF(1)

Annual State Budget 
After FY 07  ($ billion)

Fall 2006 Oil 
Price Forecast(2) $25 $35 $45 $55 $65

2.3 Dec 2020 Dec 2013 Dec 2020 Dec 2020 Dec 2020 Dec 2020
2.7 Dec 2020 Mar 2011 Jun 2020 Dec 2020 Dec 2020 Dec 2020
3.0 Dec 2020 Apr 2010 Sep 2015 Dec 2020 Dec 2020 Dec 2020
3.3 Dec 2020 Oct 2009 Aug 2012 Dec 2020 Eec 2020 Dec 2020
3.7 Feb 2018 Mar 2009 Oct 2010 Jan 2017 Dec 2020 Dec 2020
4.0 May 2015 Dec 2008 Jan 2010 Oct 2013 Dec 2020 Dec 2020
4.3 Sep 2013 Oct 2008 Aug 2009 Jul 2011 Mar 2020 Dec 2020
4.6 Feb 2012 Aug 2008 Mar 2009 Aug 2010 Mar 2016 Dec 2020

Fiscal Model of Oil Revenue & CBRF Performance at Selected Prices ($/barrel) (3)
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3. Will Heavy Oil Do The Heavy 
Lifting for Alaska?
What �s heavy o�l? Where �s �t located 
and how much of the stuff �s there? 
Why aren’t the o�l compan�es produc-
�ng �t now? These are some of the 
quest�ons th�s sect�on w�ll attempt to 
answer. L�ke other crude o�ls, heavy 
o�l can be refined and used to produce 
refined petroleum products such as 
gasol�ne and jet fuel. Phys�cal problems 
make �ts product�on more challeng�ng 
than other crude o�ls. The potent�al to 
produce and develop heavy o�l has great 
prom�se for Alaska.

What is Heavy Oil?
Heavy o�l �s a type of crude o�l wh�ch 
�s very v�scous and does not flow eas�ly. 
The common character�st�c propert�es 

are the follow�ng:

• H�gh spec�fic grav�ty(1) (very dense)

• Low hydrogen to carbon rat�os 
(chem�cal character�st�c)

• H�gh carbon res�dues (much left 
after convers�on to refined product)

• H�gh contents of heavy metals, 
sulphur and n�trogen.

There �s no one defin�t�on of heavy o�l. 
The term heavy o�l refers to o�l w�th a 
h�gh dens�ty and low Amer�can Petro-
leum Inst�tute (API) grav�ty(2) due to 
the presence of a h�gh proport�on of 
heavy hydrocarbon fract�ons. Th�s �s 
techn�cal jargon for say�ng the mater�al 
�s th�cker than maple syrup and does 
not flow eas�ly. The API grav�ty system 
�mpl�es that the h�gher the API grav�ty, 

the l�ghter the l�qu�d, the eas�er �t flows. 
Us�ng numbers, some defin�t�ons clas-
s�fy crude o�l as heavy �f �t has an API 
grav�ty of less than 25°, other defin�-
t�ons say �t �s less than 20°API. All these 
defin�t�ons refer to the crude o�l at the 
surface. In terms of the ab�l�ty of the o�l 
to flow underground w�th�n the forma-
t�on, heavy o�ls are generally those w�th 
a v�scos�ty greater than 100 cent�po�se 
– a measure used to evaluate the ab�l�ty 
of a l�qu�d to flow at reservo�r cond�-
t�ons. The h�gher the v�scos�ty number, 
the slower the flow. B�tumen (very 
heavy l�qu�d s�m�lar to chocolate syrup) 
has a rat�ng greater than 10,000.

In Alaska, the real �ssue �s not the API 
grav�ty, but the ab�l�ty of the crude 
o�l to flow, or �ts v�scos�ty. Wh�le API 

(1) The Spec�fic Grav�ty of a substance �s a compar�son of �ts dens�ty to that of water. Imag�ne a gallon bottle filled w�th water, a second filled w�th 
feathers, a th�rd filled w�th lead we�ghts. There are equal volumes of mater�al present, but the bottle w�th the feathers w�ll we�gh less than that conta�n�ng 
water; the bottle w�th lead we�ghts w�ll we�gh the most. In order of �ncreas�ng spec�fic grav�ty, these mater�als would be: feathers, water, and lead. Spec�fic 
grav�ty can be measured prec�sely, or est�mated by a compar�son, as above.

(2) API grav�ty = [141.5 / Spec�fic Grav�ty at 60o F – 131.5] Th�s parameter has econom�c s�gn�ficance s�nce �t �s the ma�n qual�ty cr�ter�on for crude o�l 
pr�c�ng; the h�gher the grav�ty the h�gher the pr�ce of the crude o�l.
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grav�ty prov�des a measure of �ts dens�ty 
(and econom�c value), �t fa�ls to �ncor-
porate the more d�fficult �ssues sur-
round�ng flow. From th�s perspect�ve, 
a better descr�ptor of Alaskan heavy 
o�l would be to call �t v�scous o�l, as �t 
relates to �ts ab�l�ty to flow.

One of the major reasons Alaska’s o�l �s 
v�scous �s because �t �s relat�vely close to 
the surface of the earth – where there 
�s very th�ck permafrost. The o�l �s not 
located deep �n the earth, where the 
temperatures are warmer, but w�th�n s�x 
thousand feet of the surface where tem-
peratures are cooler, thereby reduc�ng 
the o�l’s v�scos�ty or ab�l�ty to flow. For 
o�l product�on �n Alaska, API grav�ty 
�sn’t as �mportant as �s reservo�r temper-
ature. Hence, these depos�ts are some-
t�mes referred to as v�scous o�l depos�ts, 
rather than heavy o�l. Permafrost affects 
product�on, as �t w�ll cool o�l travel�ng 
through the permafrost zone.

Worldwide Resources of 
Heavy Oil
Heavy o�l �s located throughout the 
world and the Internat�onal Energy 
Agency est�mates world heavy o�l, or 
v�scous o�l resources at more than 6 tr�l-
l�on barrels w�th about 2 tr�ll�on barrels 
deemed recoverable (see F�gure 3-1).

The three largest depos�ts are �n Canada 
(about 1.86 tr�ll�on barrels), Russ�a, and 
Venezuela (each w�th about 1.2 tr�ll�on 
barrels). Alaska �s �n the next level w�th 
the potent�al for about 100 b�ll�on bar-
rels of heavy o�l resources. At th�s t�me, 
there are known Alaskan reserves of over 
20 b�ll�on barrels of v�scous o�l w�th the 
poss�b�l�ty of b�ll�ons more yet to be 
�dent�fied. The v�scous o�l �n Canada 
�s very s�m�lar to that of the v�scous o�l 
�n Alaska – both are located �n cooler 
cl�mates and both do not flow well �n 
the�r natural reservo�rs.

There are currently five fields produc-
�ng v�scous o�l �n Alaska: Or�on, Polar�s, 
Schrader Bluff, Tabasco and West Sak. 
Four of these fields are shown �n F�gure 
3-2 on the next page. Not shown �s 
Tabasco, wh�ch �s a Kuparuk R�ver 
Un�t satell�te. F�gure 3-3 on the next 
page reveals the subsurface format�on �n 
wh�ch the v�scous o�l l�es. At th�s t�me, 
v�scous o�l �s be�ng developed from the 
o�l format�on t�tled “West Sak Schrader 
Bluff”. No o�l �s be�ng produced from 
the Ugnu format�on.

The North Slope �s underla�n by perma-
frost wh�ch extends to about 1,800 feet 
�n depth. The shallowest o�l bear�ng for-
mat�on, named Ugnu, �s closest to the 
permafrost. The temperature �n th�s for-
mat�on �s below freez�ng, �ts API grav�ty 
�s 8° and �t has a very h�gh o�l v�scos�ty. 
The b�ll�ons of barrels of reserves �n th�s 
format�on are not econom�cal to pro-
duce now, but someday may be.

Figure 3-1. Potential Heavy Oil Resources Source: International Energy Agency, Resources to Reserves, November 2005, page 76.
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Developing Viscous Oil     
Resources
Develop�ng v�scous o�l �s d�fficult and 
expens�ve. Some heavy o�ls and b�tu-
men are too v�scous to flow at reservo�r 
cond�t�ons. They are usually found at 
relat�vely shallow depths that are too 
deep to be m�ned. At such depths, 
temperatures are low, so that v�scos�ty 
�s h�gh. They need spec�al product�on 
technolog�es to fac�l�tate the�r flow 
from reservo�r to well head. Trad�t�on-
ally, these have been “steam flood�ng” 
techn�ques, wh�ch �nvolve �nject�ng hot 
steam to heat the o�l �n-s�tu, thereby 
reduc�ng �ts v�scos�ty and allow�ng �t 
to flow. But the last ten years have seen 
the advent of many new approaches 
such as steam-ass�sted grav�ty dra�nage 
– see F�gure 3-4 on page 24. 

Also be�ng used are techn�ques �nvolv-
�ng CO2 or natural gas �nject�on. All of 
these techn�ques requ�re fac�l�ty and en-
ergy expenses that are well beyond the 
requ�rements for produc�ng trad�t�onal 
o�l reserves.

Another problem faced by Alaska’s 
v�scous o�l producers �s sol�d waste 
– s�gn�ficant sol�ds (sand) are produced 
�n conjunct�on w�th the o�l and must 
be d�sposed. Some of the fac�l�t�es on 
the North Slope were not developed 
w�th sand d�sposal �n m�nd and must 
be per�od�cally closed to remove the 
sand. As newer fac�l�t�es are developed, 
they w�ll l�kely �ntegrate sol�d waste 
d�sposal.

Wh�le large-scale �mplementat�on 
of Steam Ass�sted Grav�ty Dra�nage 
(SAGD) and other techn�ques �s just 
beg�nn�ng, �t �s expected to s�gn�ficantly 
boost product�on over the next few 
years. Indeed, recent technology has 
�mproved the econom�cs to the po�nt 
where Canad�an heavy o�l and b�tu-
men depos�ts can be produced through 
�n-s�tu techn�ques at o�l pr�ces below 

Figure 3-2. Alaska’s Viscous Oil Reserves Source: BP Exploration Alaska (Inc.) 
presentation to Alaska Department of Revenue, February 18, 2005.

Figure 3-3. Alaska’s Viscous Oil Deposits Source: International Energy Agency, 
Resources to Reserves, November 2005, page 76.
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$20 per barrel (see F�gure 3-5 on page 
25). Current product�on of heavy o�l 
and b�tumen �n Canada, for example, 
�s close to 1 m�ll�on barrels per day and 
could double by 2012.

The Outlook
At the t�me of th�s wr�t�ng, about 5% 
of the o�l produced �n Alaska �s cons�d-
ered v�scous. W�ll th�s resource be de-
veloped to a larger extent �n the future?

Wh�le th�s quest�on cannot be an-
swered unequ�vocally, there are several 
�nd�cators that greater development of 
v�scous o�l on Alaska’s North Slope �s 
l�kely to occur. These facts are d�v�ded 
�nto two broad categor�es – the fiscal 
reg�me and technology.

• F�scal Reg�me – Canada’s recent 
exper�ence w�th o�l sands and heavy o�l 
bears w�tness to the powerful force of a 
stable and attract�ve tax and royalty re-
g�me, comb�ned w�th h�gher o�l pr�ces, 
to catalyze fresh �nvestment. W�th the 
passage of the new Petroleum Profits 
Tax (PPT) �n Alaska, s�m�lar �ncent�ves 
are �n place and are expected to st�mu-
late �nvestment. Compan�es w�ll be able 
to cla�m deduct�ons and earn cred�ts for 
the�r h�gher costs of produc�ng heavy 
and v�scous o�l that w�ll lower the�r tax 
burden.

• Technology – the o�l �ndustry �s con-
t�nually develop�ng new techn�ques and 
technolog�es to enhance o�l produc-
t�on. Such technolog�cal advances are 
push�ng back the front�ers of operat�ng 
capab�l�ty �n d�fficult temperature and 
geograph�cal s�tuat�ons. 

Taken together, these two aspects pa�nt 
a p�cture of future development of 
Alaska’s v�scous o�l.

F�nally, Alaska has the opportun�ty to 
take the lead �n v�scous o�l research and 
create an Arct�c Resources Research 
Center that could serve as a central 
research fac�l�ty for heavy and v�scous 

Figure 3-4. Schematic of SAGD. Source: International Energy Agency, Resources to 
Reserves, November 2005, page 76.

Steam Assisted Gravity 
Drainage (SAGD)
 The advent of prec�s�on-placed hor�-
zontal wells has led to development 
of SAGD. As F�gure 3-4 shows, 
two hor�zontal wells are dr�lled, 
one above the other, the upper well 
for steam �nject�on, the lower well 
for o�l product�on. Th�s dual-well 
system ensures effic�ent use of heat 
w�th�n a v�rtual “steam chamber”, 
as well as the excellent recovery rate 
ach�eved by grav�ty dra�nage, �n 
wh�ch grav�ty stab�l�zes the �nterface 
between o�l and steam. Recovery 
factors can be as h�gh as 60%. The 
�ntr�ns�c slowness of grav�ty dra�n-
age would mean low product�on 

rates �f �t were not poss�ble to dr�ll 
such long hor�zontal wells, one pa�r 
of wh�ch can dra�n a s�gn�ficant 
volume. The cornerstone �n th�s 
very prom�s�ng techn�que �s the 
capab�l�ty, developed by the �ndustry 
over the past 15 years, to pos�t�on 
hor�zontal wells very prec�sely over 
long d�stances. Because the wells are 
relat�vely shallow, moreover, dr�ll�ng 
costs are suffic�ently low to make 
large-scale developments w�th nu-
merous wells affordable. SAGD has 
come �nto �ts own over the past three 
or four years and �s now hav�ng a b�g 
�mpact on the econom�cs of heavy 
o�l product�on.
Source: International Energy Agency, Resources 
to Reserves, November 2005, page 80.

o�l development worldw�de. By engag-
�ng partners w�th heavy o�l resources 
from around the world, Alaska could 
fac�l�tate research and prov�de �ns�ghts 
�nto v�scous o�l development and 
env�ronmental �ssues to all �nvolved. 

Judg�ng by the s�ze of the reserves �n 
the colder cl�mates, �t appears organ�za-
t�ons operat�ng �n Norway, Russ�a and 
Canada would be �nterested as poten-
t�al partners.
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3-5. Oil Production Costs for Canadian Tar Sand (2004 dollars/ barrel) Source: International Energy Agency, Resources to 
Reserves, November 2005, page 77.
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4. Oil Revenue
Figure 4-1. FY 2006 Oil Revenue $4.4 billion

Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment) $1.0 b�ll�on

O�l $4.4 b�ll�on

Restr�cted $0.7 b�ll�on

Unrestr�cted $3.7 b�ll�on
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Figure 4-2. Total Oil Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

Oil Revenue      H�story Forecast

FY 2006 FY 2007 FY 2008

Unrestricted
Property tax 54.5 51.7 51.4
Corporate �ncome tax 661.1 657.2 493.7
Product�on tax(1) 1,199.2 2,067.2 1,476.1
Royalt�es (�nclud�ng bonuses, rents & �nterest) 1,784.1 1,555.4 1,336.0

Subtotal 3,698.9 4,331.5 3,357.2

�ncrease/decrease from pr�or per�od 849.3 632.6 (974.3)
% change from pr�or per�od 29.8% 17.1% -22.5%

Restricted
Royalt�es to Perm Fund & School Fund 611.5 518.6 447.8
Tax settlements to CBRF 43.7 90.0 20.0
NPR-A royalt�es, rents & bonuses 2.9 6.4 7.6

Subtotal 658.1 615.0 475.4

�ncrease/decrease from pr�or per�od 112.6 (43.1) (139.6)
% change from pr�or per�od 20.6% -6.5% -22.7%

Total oil revenue 4,357.0 4,946.5 3,832.6

�ncrease/decrease from pr�or per�od 961.9 589.5 (1,113.9)
% change from pr�or per�od 28.3% 13.5% -22.5%

(1) The amount of product�on tax reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s FY 2006 An-
nual Report because of t�m�ng �ssues. A small amount of revenue recorded �n another account �n FY 2006 was moved to th�s 
account after the close of the fiscal year. Th�s correct�on �s reflected �n the Annual Report, but �s not �ncluded here because �t �s 
not �ncluded �n the state account�ng system.
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General Discussion
The state rece�ves o�l and gas revenue 
from four sources: o�l and gas produc-
t�on tax, property tax, royalt�es and 
corporate �ncome tax. The bulk of the 
revenue goes �nto the General Fund for 
general purpose spend�ng. Of the royal-
t�es, 25% goes �nto the pr�nc�pal of 
the Alaska Permanent Fund and 0.5% 
goes �nto the Publ�c School Trust Fund. 
There also are two other funds that 
rece�ve spec�fic o�l and gas revenues:  
the Nat�onal Petroleum Reserve-Alaska 
(NPR-A) Fund (1), wh�ch rece�ves the 
state’s share of all lease bonuses from 

sales �n the NPR-A; and  the Const�tu-
t�onal Budget Reserve Fund (CBRF), 
wh�ch rece�ves settlements of tax and 
royalty d�sputes between the state and 
o�l and gas producers.

The p�e chart �n F�gure 4-3 (next page) 
shows the actual amount of each tax 
and royalty source �n FY 2006. As can 
be seen from the figure, royalt�es and 
the product�on tax const�tute the larg-
est part–83%–of restr�cted and unre-
str�cted o�l revenue comb�ned. Th�s sec-
t�on beg�ns w�th a d�scuss�on of these 
two revenue sources, both of wh�ch are 
dr�ven by pr�ce and volume. We then 
rev�ew the pr�ce forecast�ng methodol-
ogy that underl�es th�s b�annual report, 

and d�scuss the l�nkage between market 
pr�ces and wellhead values. We also re-
v�ew our product�on forecast, and close 
th�s sect�on w�th a d�scuss�on of o�l and 
gas property taxes, o�l and gas corporate 
�ncome taxes and the restr�cted por-
t�ons of o�l revenue.

(1) Th�s fund �mplements a federal requ�rement that the state use �ts share of NPR-A o�l revenue to sat�sfy the needs of local commun�t�es most affected 
by development �n the NPR-A. For deta�led �nformat�on on th�s fund, see Sect�on XII-P of Treasury’s Investment Pol�c�es and Procedure Manual.
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Figure 4-3. FY 2006 oil revenue by category, $4,357 million

Royalt�es + bonuses + �nterest 
$1,784.1

Product�on tax 
$1,199.2

Corporate 
�ncome tax 

$661.1

Royalt�es to  
permanent fund & 
publ�c school fund 

$614.4(1)

Property tax 
$54.5

CBRF 
Settlements 

$43.7

Restr�cted

Unrestr�cted

Figure 4.4. Unrestricted Oil Revenue Forecast, FY 2007-2017

Fiscal Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Property Tax 51.7 51.4 51.0 50.6 50.4 50.1 49.2 47.9 46.5 46.0 45.3
Corporate        
Income Tax 657.2 493.7 466.5 455.0 447.1 458.7 430.1 404.0 361.1 367.5 372.7

Product�on Tax 2,067.2 1,476.1 1,403.1 1,333.5 1,366.8 1,336.2 1,195.5 1,006.2 937.6 875.6 1,000.7

Royalt�es-Net (1) 1,555.4 1,336.0 1,303.7 1,266.5 1,273.1 1,157.4 1,035.2 905.4 878.7 860.9 919.3

Total o�l revenues 4,331.5 3,357.2 3,224.3 3,105.7 3,137.4 3,002.5 2,710.0 2,363.4 2,223.9 2,149.9 2,337.9

Increase/decrease 
from pr�or per�od 632.6 (974.3) (132.8) (118.6) 31.7 (135.0) (292.4) (346.6) (139.5) (74.0) 188.0

% change from 
pr�or per�od 17.1% -22.5% -4.0% -3.7% 1.0% -4.3% -9.7% -12.8% -5.9% -3.3% 8.7%

(1) Includes bonuses and �nterest.

Unrestricted Oil Revenue

(1) Includes NPRA rents & bonuses of $2.9 m�ll�on
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Crude Oil and Natural 
Gas Production Taxes

All o�l and gas product�on �n Alaska 
except the federal and state royalty 
share and a small amount used for 
product�on �s subject to the state’s 
product�on taxes and hazardous release 
surcharges that are lev�ed only on crude 
o�l. Taxes and surcharges are collected 
on a monthly bas�s.

The New Petroleum Profits 
Tax (PPT) For Crude Oil and 
Natural Gas Production
In August 2006, the Alaska Leg�sla-
ture passed the Petroleum Profits Tax 
(PPT), wh�ch made major changes to 
the state’s product�on tax system.  A 
d�scuss�on of the PPT �s also found �n 
the Execut�ve Summary of th�s Rev-
enue Sources Book. FY 2006 was the 
last year that product�on tax was lev�ed 
�n accordance w�th the prov�s�ons of 
the Econom�c L�m�t Factor (ELF)-
based tax, as d�scussed later. 

The PPT �s a s�gn�ficant departure from 
the pr�or product�on tax system, based 
on the ELF.  The PPT �s a tax based on 
the “profits” of an o�l company and �s 
retroact�ve to Apr�l 1, 2006.  The ELF-
based system was based on the gross 
product�on value of a spec�fic property.  

The PPT starts w�th the value at the 
po�nt of product�on, but then subtracts 
costs from the value of product�on. By 
subtract�ng costs from the value of pro-
duct�on, a company arr�ves at �ts “pro-
duct�on tax value,” a term very s�m�lar 
�n concept to a company’s net �ncome. 
The product�on tax value �s mult�pl�ed 
by the PPT tax rate—22.5%—to arr�ve 
at the base tax. Should the product�on 
tax value exceed $40 per barrel of o�l 
produced (or the equ�valent �n gas), the 

tax rate �ncreases 0.25% for every dol-
lar the per-barrel product�on tax value 
�s over $40. 

A company’s PPT l�ab�l�ty �s reduced to 
the extent that �t �nvests �n equ�pment, 
projects, or other �tems that are deemed 
“cap�tal expend�tures.” Cap�tal expen-
d�tures generally �nclude costs related 
to the purchase of dr�ll r�gs or other 
equ�pment, �nfrastructure, explorat�on, 
and fac�l�ty expans�on. These costs, 
wh�ch are cap�tal�zed on company 
financ�al statements, are �mmed�ately 
expensed under the PPT to arr�ve at 
the product�on tax value. Cap�tal costs 
are el�g�ble for a 20% cred�t aga�nst 
the company’s PPT l�ab�l�ty. In order 
to protect the state from cred�t�ng 
compan�es for unmet ma�ntenance 
obl�gat�ons, the leg�slature spec�fically 
d�sallowed cap�tal expenses up to $0.30 
per barrel under the PPT. 

The 20% cap�tal expend�ture cred�t �s 
�ntended to encourage re-�nvestment �n 
Alaska. 

Two other s�gn�ficant cred�ts round 
out the PPT: The trans�t�on cred�t 
and the base allowance. Both cred�ts 
are temporary, last�ng 10 years or less, 
and each has spec�fic l�m�tat�ons on �ts 
ava�lab�l�ty. The trans�t�on cred�t allows 
cred�ts for cap�tal expend�tures made 
w�th�n 5 years pr�or to the enactment 
of the PPT, but requ�res current cap�tal 
�nvestment. The base allowance �s a 
cred�t of $12 m�ll�on per year or less, 

granted to small producers that have a 
tax l�ab�l�ty under the PPT. Ne�ther of 
these cred�ts can be used to reduce a 
taxpayer’s l�ab�l�ty to less than zero.

PPT Tax Liability = [(Value – Costs) x Tax Rate] – Credits

The terms used �n the equat�on are defined as follows:

Value = Volume of O�l and Gas Produced x Wellhead Value

Costs = Operat�ng Expend�tures + Cap�tal Expend�tures 

Tax Rate = 22.5% + 0.25% for every $1 per barrel that th�s “net �ncome” exceeds $40

Credits = (20% x Cap�tal Expend�tures) + (20% x El�g�ble Trans�t�on       
Expend�tures) + Base Allowance
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l�ab�l�ty based on the field’s ELF.

Taxpayers make monthly payments 
under both systems.  W�th the PPT, 
there �s an annual fil�ng �n wh�ch the 
taxpayer makes any “final” tax pay-
ment based on annual tax l�ab�l�ty for 
the prev�ous calendar year.  Th�s annual 
fil�ng due date �s March 31.  Under the 
ELF, there were monthly fil�ngs and no 
annual fil�ng requ�rements.

Comparing the New PPT 
System with the Old ELF-
Based System
To help the v�ewer understand the d�f-
ferences between the PPT and the ELF, 
two sets of compar�sons are done: (1) 
Fundamental D�fferences and (2) Rev-
enue Est�mate d�fferences.  The focus �s 
on o�l taxes because they represent the 
vast major�ty of petroleum tax rece�pts.

1. Fundamental Differences Between 
the PPT and the ELF

Start�ng w�th the tax base, the PPT �s 
based on net value wh�le the ELF was 
based on gross value at the po�nt of 

product�on.  The ELF system appl�ed 
statew�de wh�le the PPT has except�ons 
for Cook Inlet and new product�on 
areas.

The tax rate under the PPT �s 22.5% 
plus a “progress�v�ty tax” that �ncreases 
the overall tax rate based on the profit-
ab�l�ty of the o�l produced.  The tax rate 
under ELF was e�ther 12.25% or 15% 
depend�ng on the age of the field.

Under the PPT, there are adjustments 
to tax l�ab�l�ty based on cred�ts for 
cap�tal expend�tures.  Under the ELF 
system, there was an adjustment to tax 

Figure 4-5. Fundamental Differences Between PPT and ELF

Component ELF-based system PPT-based system

Tax base Gross value of product�on Net value of product�on

Framework of tax Property-spec�fic Company-spec�fic

Geographical framework Tax appl�es statew�de Except�ons for Cook Inlet & new produc-
t�on areas

Tax rate
12.25% for first 5 years, then 15% 

(based on gross value of product�on)
22.5% + progress�v�ty tax (based on net 

value of product�on)

Incentives Econom�c L�m�t Factor (ELF), 0-100%

Cred�t for cap�tal expend�tures, 20%
Small producer tax cred�t up to $12 m�ll�on
New Area Development cred�t up to $6 

m�ll�on
Tax return filing Monthly Annual

Tax payments Monthly Monthly
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costs and cred�ts.  If the pr�ce was lower 
or the costs were h�gher (or both), 
results could be very d�fferent.  In gen-
eral, the PPT �s progress�ve wh�le ELF 
system was regress�ve.  Th�s means the 
follow�ng:  at h�gher pr�ces tax l�ab�l�ty 
�s h�gher under the PPT than under the 
ELF.  Under lower pr�ces, tax l�ab�l�ty 
�s h�gher under the ELF than the PPT.  
Th�s assumes the cost structure �s the 
same for both cases.

 

Figure 4-6. Estimated Production Tax Revenues Under the ELF-based and PPT Systems at $60 per Barrel, ANS West 
Coast ($ millions except where noted)

ELF Tax System PPT Tax System

Value at po�nt of product�on $13,750 Value at po�nt of product�on $13,750
Product�on tax rate 15% M�nus upstream costs $2,460

Average econom�c l�m�t factor 0.529 Product�on tax value $11,290
Effect�ve product�on tax rate (ELF adjusted) 7.94% Tax rate 22.5%

Product�on tax total $1,092 Product�on base tax before cred�ts $2,540
D�v�ded by days/year 365 Progress�v�ty tax $148

Product�on tax per day $2.99 M�nus cap�tal & trans�t�on cred�ts & allowances $460

Product�on tax total for year $2,228

D�v�ded by days/year 365

Product�on tax per day $6.10

2. Revenue Estimate Differences Be-
tween the PPT and the ELF for Oil 

Follow�ng �s an example of how the 
est�mated PPT tax would compare 
to the ELF-based tax �n a typ�cal year 
w�th about 285 m�ll�on barrels of o�l 
produced on the North Slope, and an 
ANS West Coast sales pr�ce of $60 per 
barrel.

As one can see from the hypothet�cal 
example, there are more calculat�ons 
w�th the PPT, and the tax l�ab�l�ty �s 
h�gher.  Th�s example uses a pr�ce of 
$60 per barrel and assumes certa�n 
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The Old ELF-Based          
Production Tax for Oil

The tax rate for o�l depended on the 
age of the field and the Econom�c 
L�m�t Factor (ELF). The ELF depended 
on total da�ly o�l product�on and aver-
age da�ly per well product�on from each 
produc�ng field.

The statutory product�on tax rate on 
o�l was 12.25% of �ts value at the po�nt 
of product�on for the first five years of 
field product�on and 15% thereafter. 
There was a m�n�mum tax of 80 cents 
per taxable barrel.

The effect�ve tax rate was calculated by 
mult�ply�ng the statutory tax rate, even 
�f �t was the m�n�mum 80 cents per 
barrel, t�mes the ELF. The ELF formula 
for o�l product�on �s shown �n th�s box.

The ELF formula resulted �n lower 
effect�ve tax rates for smaller, low-pro-
duct�on fields and h�gher tax rates for 
larger, h�ghly product�ve fields. There 
was a un�que ELF for every comb�na-
t�on of total da�ly field product�on and 
average da�ly per well product�on.

An exam�nat�on of th�s formula reveals 
that the ELF was very sens�t�ve to the 
total volume. Under the law, �f there 
was econom�c �nterdependence be-
tween fields, the department had the 
d�scret�on to aggregate those fields 
for purposes of the ELF calculat�on. 
That �s, the volumes from more than 
one field ended up �n a s�ngle ELF 
calculat�on. That calculat�on may have 
produced an ELF (and tax) for all the 
comb�ned fields that was h�gher than 

�f the ELF were calculated separately 
for each field (prov�ded there was no 
extraord�nary d�screpancy �n the per 
well product�v�ty rates.)

In January 2005, the department aggre-
gated seven fields �n the Prudhoe Bay 
Un�t. The dec�s�on to aggregate focused 
on, among other th�ngs, the �ncreas�ng 
�nterdependence found �n the eng�neer-
�ng and operat�on of the fields.

Under both the ELF and the PPT, the 
taxable value of o�l �s determ�ned by de-
duct�ng allowable mar�ne and p�pel�ne 
transportat�on costs from the dest�na-
t�on value of the o�l at �ts d�spos�t�on 
po�nt. Th�s po�nt �s defined as e�ther 
a th�rd-party sale or del�very to the 
producer’s own refinery. The dest�na-
t�on value for most d�spos�t�ons �s t�ed 
by regulat�on to the West Coast spot 
pr�ce of ANS crude o�l.

For Alaska, the problem w�th the 
ELF-based system was that the ELF 
was decl�n�ng, due to lower product�on 
and smaller fields.  As F�gure 4-7 (next 
page) reveals, future revenue from o�l 
would decrease–even �f pr�ces rema�ned 
h�gh–for two reasons: (1) decl�n�ng o�l 
product�on and (2) a decl�n�ng ELF, 
wh�ch was based on field and well 
product�v�ty.

Hazardous Release Surcharge
The Department of Adm�n�strat�on, 
D�v�s�on of F�nance, mon�tors the bal-
ance of the O�l and Hazardous Sub-
stance Release Prevent�on and Response 
Fund. Th�s fund was created by the 

leg�slature �n 1986 to prov�de a “read�ly 
ava�lable fund�ng source to �nvest�gate, 
conta�n, and clean up o�l and hazard-
ous releases.” An amendment �n 1994 
d�v�ded the fund �nto two separate ac-
counts compr�sed of: (1) the Response 
Account  wh�ch requ�res a surcharge on 
all o�l product�on, except federal and 
state royalty barrels, that may be used 
to finance the state’s response to an o�l 
or hazardous substance release declared 
a d�saster by the governor; (2) the 
Prevent�on Account wh�ch  �s an add�-
t�onal surcharge on all o�l product�on, 
except federal and state royalty barrels, 
that may be used for the clean up of o�l 
and hazardous substance releases not 
declared a d�saster by the Governor. 
Th�s account can also be used to fund 
o�l and hazardous substance release 
prevent�on programs �n Alaska. 

W�th the passage of the PPT, the 
Response surcharge (AS 43.55.201) 
was changed from $.02 to $.01 and the 
Prevent�on surcharge (AS 43.55.300) 
was �ncreased from $.03 to $.04. Both 
of these changes are effect�ve Apr�l 1, 
2006.

The Response surcharge �s suspended 
when the balance �s equal to or exceeds 
$50 m�ll�on.  As of June 30, 2006, the 
cumulat�ve balance of the accounts was 
$51.2 m�ll�on.

Oil Royalties
Almost all Alaska o�l and gas produc-
t�on occurs on state lands leased for 
explorat�on and development. As the 
land owner, the state earns revenue 
from leas�ng as: (1) upfront bonuses, 
(2) annual rent charges and (3) a 
reta�ned royalty �nterest �n o�l and gas 
product�on.

Generally, the state �ssues leases based 
on a compet�t�ve bonus b�d system. It 
has always reta�ned a royalty �nterest 
of at least 12.5%. The vast major�ty of 
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current product�on �s from leases that 
carry that rate. Some currently produc-
�ng leases carry rates as h�gh as 20%, 
and some leases also have a net profit-
share product�on agreement.

State o�l and gas leases prov�de that 
the state may take �ts o�l royalty �n 
barrels (�n-k�nd) or as a percentage of 
the product�on value (�n-value). In FY 
2006, the state took approx�mately 
61,000 barrels per day of North Slope 
product�on �n-k�nd and sold �t to Fl�nt 
H�lls Resources Alaska, LLC for the�r 
refinery at North Pole. 

The royalty o�l taken �n-value �s valued 
accord�ng to a formula us�ng a market 

basket of spot crude o�l pr�ces closely 
approx�mat�ng the ANS West Coast 
spot pr�ce of o�l less a transportat�on 
allowance back to the lease.  Royalt�es 
are based on a dest�nat�on pr�ce—the 
h�gher of the actual sales pr�ce or the 
preva�l�ng value. (2)  The p�pel�ne and 
mar�ne transportat�on costs are de-
ducted from the dest�nat�on value to 
der�ve the taxable netback value of the 
o�l or gas.

The bars in Figure 4-7 illustrate the actual weighted average ELF for North Slope oil production since FY 1996 and our 
projections of that weighted average through FY 2011. The slight increase in 2006 reflects the effect of the department’s 
January 12, 2005, decision to aggregate seven fields in the Prudhoe Bay Unit for purposes of calculating the ELF.  Prud-
hoe Bay ELF, during the forecast period, includes the Prudhoe Bay-satellites and Pt. McIntyre; the historical represents 
only the ELF from Prudhoe Bay.

Figure 4-7. Economic Limit Factor, FY 1996-2006 and Forecasted FY 2007-2011

(2) ANS West Coast preva�l�ng value, per 15AAC 55.171, �s the monthly average of da�ly spot market pr�ces reported by Platt’s O�lgram, Reuters and 
Telerate Pr�ce Report�ng Serv�ces. Th�s pr�ce �s publ�shed monthly on the Tax D�v�s�on webs�te www.tax.state.ak.us.
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Oil Price and          
Production Forecast-
ing Methodology and 
Assumptions
The forecasted value of the state’s 
ant�c�pated o�l product�on �s based on 
project�ons of the dest�nat�on market 
pr�ce of o�l and the cost of sh�pp�ng o�l 
by p�pel�ne and tanker to market. The 
pr�ce forecast �s the product of a pr�ce 
forecast�ng sess�on that �ncludes profes-
s�onals from the Department of Rev-
enue, Department of Natural Resources, 
Department of Labor, the Governor’s 
Office of Management and Budget, the 
D�v�s�on of Leg�slat�ve F�nance, the Un�-
vers�ty of Alaska and �ndustry experts.

To develop a product�on volume fore-
cast, the Department of Revenue uses 
an eng�neer�ng consultant �n conjunc-
t�on w�th ass�stance from the Alaska 
Department of Natural Resources and 
the Alaska O�l and Gas Conservat�on 
Comm�ss�on. The statew�de product�on 
volume forecast �s summed from projec-
t�ons of o�l and gas product�on by field.

Methodology for Forecasting 
Prices
The Department uses a mod�fied 
Delph� techn�que to create �ts offic�al 
pr�ce forecast.  Part�c�pants are asked 
for the�r project�ons for West Texas 
Intermed�ate (WTI) crude o�l for three 
cases – a Low case, a H�gh case, and a 
Most L�kely case.  The pr�ces that are 
forecast are �n constant 2006 dollars.  
The Department of Revenue projects 
the d�fferent�al between WTI and ANS 
and uses a project�on of �nflat�on to ar-
r�ve at the nom�nal dollar forecast used 
�n th�s publ�cat�on.

At the forecast�ng sess�on, key top�cs 
are presented to ass�st the part�c�pants 

�n mak�ng the�r forecasts.  For the fall 
2006 forecast, the top�cs rev�ewed 
were worldw�de econom�c growth, o�l 
demand, o�l supply (for the countr�es 
belong�ng to the Organ�zat�on of Pe-
troleum Export�ng Countr�es or OPEC 
and non-OPEC countr�es), geopol�t�cs 
and pr�ces (h�story, forecasts from other 
organ�zat�ons and results from the pre-
meet�ng sol�c�tat�on).

The econom�cs team comp�led and 
rev�ewed all results and chose the Most 
L�kely case for the offic�al pr�ce fore-
cast for the years FY 2007 to FY 2013.  
Beyond 2013, the project�ons were 
very h�gh and the department bel�eved 
they were unreal�st�c g�ven 146 years of 
crude o�l pr�ce h�story.  Therefore, the 
Low case scenar�o was selected for the 
offic�al long-term forecast and merged 
w�th the Most L�kely case scenar�o for 
the earl�er years.  The result �s the fore-
cast used �n th�s publ�cat�on.

Oil Price Forecast 
O�l pr�ces are arguably the most �mpor-
tant component �n the determ�nat�on 
of state revenues. Us�ng the sens�t�v�ty 
matr�x we �nclude �n the append�ces 
sect�on of th�s document, a 1% change 
�n o�l pr�ces equates to a 0.75% change 
�n General Fund unrestr�cted revenues. 
In compar�son, a 1% change �n crude 
o�l product�on volume results �n a 0.5% 
change �n revenues. Both pr�ce and 
volume of ANS are clearly �mportant to 
the State of Alaska budget.  

Many factors contr�bute to the pr�c�ng 
of o�l on the world market. There are 
the fundamental econom�c factors of 
supply and demand. There are geopol�t�-
cal events. There are other related �ssues, 
such as the �mpact of the financ�al sec-
tor, and of refinery capac�ty and configu-
rat�on, and weather, that help determ�ne 
how o�l �s pr�ced.  These factors have all 
been cons�dered �n establ�sh�ng our o�l 

pr�ce forecast; the major petroleum-re-
lated events of 2006 are descr�bed below, 
followed by an exam�nat�on of supply 
and demand project�ons.      

Major Petroleum-Related 
Events in 2006
For the major�ty of 2006, o�l pr�ces 
rema�ned at h�gh levels. In July 2006, 
the spot pr�ce of ANS crude o�l reached 
$75 per barrel, a record h�gh pr�ce �n 
nom�nal terms. Pr�ces for Alaska’s o�l 
stayed �n the $70 range for more than 
four months from m�d-Apr�l through 
August 2006, before start�ng the�r 
gradual decl�ne to the�r current pr�ce 
range of $55 per barrel.  

Tens�ons �n Iran, Iraq and N�ger�a 
contr�buted what analysts call a “fear 
prem�um” to the cost of o�l th�s past 
summer.  Market analysts speculate 
that $10 to $20 of the h�gh pr�ce of o�l 
th�s summer was due to the fear pre-
m�um from pol�t�cal tens�ons around 
the globe.

Fears that the U.S. could exper�ence a 
hurr�cane season l�ke the one �n 2005 
also contr�buted to h�gh o�l pr�ces.  The 
summer of 2006 had, �n fact, only one 
hurr�cane that threatened to do any real 
damage—Ernesto—and �t d�d not even 
reach the Gulf of Mex�co.  

In August, Br�t�sh Petroleum an-
nounced �t would be shutt�ng �n some 
product�on from Prudhoe Bay due to 
p�pel�ne corros�on problems.  News of 
th�s d�srupt�on had a m�nor, but not�ce-
able and �mmed�ate �mpact on the 
pr�ce of o�l.  North Slope suppl�es were 
restored more qu�ckly than or�g�nally 
pred�cted, and the shutdown �n con-
junct�on w�th other factors ceased to be 
much of a factor �n sett�ng o�l pr�ces.

W�th the eas�ng of pol�t�cal and 
weather-related tens�ons, the pr�ce of 
o�l has dropped from �ts summert�me 
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h�gh of $75 and �s currently �n the 
m�d-$50 range.  Analysts suggest that 
the fall�ng pr�ces have been exacerbated 
by the number of �nvestors sell�ng off 
the�r futures contracts.  

Short and Long Term De-
mand and Supply Projections
The Internat�onal Energy Agency (IEA) 
recently released �ts first med�um-term 
o�l demand forecast for calendar years 
2006-2011. They state that the past 
few years of r�s�ng pr�ces have resulted 
�n �ncreased upstream spend�ng wh�ch 
�s lead�ng to supply �ncreases. The IEA 
expects non-OPEC suppl�es, �nclud-
�ng b�ofuels, to grow by 2% per year to 
56.7 m�ll�on barrels per day �n 2011, 
wh�le OPEC suppl�es w�ll r�se by a total 
of 10% over the per�od to 36.6 m�ll�on 
barrels per day. The �ncreased pr�ces 
are also temper�ng o�l demand growth. 
They project world demand to grow 
at 2% per year to 93.7 m�ll�on barrels 
per day �n 2011. Ch�na and the M�ddle 
East are expected to contr�bute 45% of 
the demand growth dur�ng th�s per�od.

The U.S. Department of Energy, 
Energy Informat�on Adm�n�strat�on 
(DOE-EIA) l�kew�se expects an annual 
2% growth �n worldw�de o�l demand 
and expects th�s unt�l 2030. Neverthe-
less, due to h�gher relat�ve o�l pr�ces, 
the�r 2006 project�ons reduced o�l’s 
share of overall worldw�de energy 
demand. They ant�c�pate worldw�de 
o�l consumpt�on to reach 91.6 m�ll�on 
barrels a day �n 2010 w�th most of the 
demand growth or�g�nat�ng �n develop-
�ng countr�es, espec�ally Ch�na.

The IEA suggests that most �nterna-
t�onal o�l compan�es seem to be w�ll�ng 
to proceed on projects based on pr�ces 
�n the $30 to $35 per barrel range, 
wh�le nat�onal o�l compan�es seem to 
be us�ng a h�gher pr�ce. The IEA �tself 
�s ut�l�z�ng an average real �mport pr�ce 

of around $55 per barrel for the per�od 
2006-2011.

 

Current ANS Oil Market 
Situation
Alaska North Slope crude pr�ces topped 
out at peak levels th�s past summer 
w�th pr�ces averag�ng $73.10 per barrel 
�n July 2006. For FY 2006, ANS aver-
aged $60.80 per barrel—a whopp�ng 
$17.40 per barrel over FY 2005.  The 
pr�ce of benchmark West Texas Inter-
med�ate averaged just over $63 per bar-
rel for June 2005-May 2006, �mply�ng 
a FY 2006 average d�scount for ANS 
of just over $2.20 per barrel.  More 
recently, the WTI-ANS d�fferent�al has 
w�dened to $4.75 per barrel. We bel�eve 
the market �s adequately suppl�ed w�th 
a relat�ve abundance of crude o�l w�th 
s�m�lar qual�t�es as ANS. Th�s, and th�n 
trad�ng of ANS, has helped to w�den 
the d�fferent�al.

ANS pr�ces track the OPEC pr�ce 
basket of �nternat�onally traded crude 
o�ls and tend to be pr�ced h�gher than 

the basket. The OPEC basket �s the 
benchmark that OPEC uses to gauge 
pr�ces for the organ�zat�on. ANS typ�-
cally sells �n d�rect compet�t�on w�th 
other waterborne crude o�ls from Lat�n 
Amer�ca, As�a and the M�ddle East for 
del�very to U.S. West Coast refiners �n 
Wash�ngton, Cal�forn�a and Hawa��.

W�th our offic�al pr�ce scenar�o we 
bel�eve that global econom�c growth 
�s slow�ng but rema�ns strong.  We 
assume that o�l w�ll cont�nue to be 
a compet�t�ve energy resource.  And 
finally, we forecast that the current 
h�gh pr�ce env�ronment w�ll encourage 
OPEC and non-OPEC o�l-produc�ng 
countr�es to cont�nue to explore ways 
to �ncrease product�on from ex�st�ng 
fac�l�t�es and to seek out new produc-
t�on opportun�t�es.

Figure 4-8. Fall 2006 Official, Low & High ANS Oil Price Scenarios
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Factors that could lead to lower or 
h�gher pr�ces are:

Low-Price Scenario

• Ch�na’s �nternal econom�c growth 
slows as does �ts export growth and 
energy consumpt�on.

• The pr�ce effect from h�gher o�l pr�ces 
leads to lower overall worldw�de o�l 
consumpt�on.

• Crude o�l product�on capac�ty �n-
creases more rap�dly than ant�c�pated.

• OPEC does not successfully �mple-
ment o�l product�on quotas or pr�ce 
floors.

• Weather effects moderate demand by 
reduc�ng temperature extremes w�th 
no product�on �nterrupt�ons.

• World peace reduces r�sk related pr�ce 
prem�ums.

• Prem�ums related to financ�al hedges 
on o�l futures are reduced or d�sap-
pear.

• Crude o�l product�on worldw�de 
�ncreases as a result of recent �nvest-
ment act�v�ty.

• Iraq o�l product�on and exports 
�ncrease.

High-Price Scenario

• Pol�t�cal unrest �n the M�ddle East, 
N�ger�a and elsewhere cont�nues and 
per�od�cally results �n supply d�srup-
t�ons.

• Econom�c growth �n Ch�na and other 
emerg�ng econom�es cont�nues at 
h�gh rates.

• OPEC �s able to �nst�tute and ma�n-
ta�n o�l product�on quotas or pr�ce 
floors.

• Worldw�de o�l product�on does not 
�ncrease as expected and lags demand.

• Weather-related product�on shortages 

and/or demand �ncreases cont�nue.

• F�nanc�al markets cont�nue to exert 
art�fic�al pr�ce wedges �n o�l futures.

• No or l�m�ted growth �n spare crude 
o�l product�on capac�ty.

• Technology does not become a dr�v-
�ng force �n long-term supply.

In th�s forecast, we �ncreased our ANS 
o�l pr�ces for the per�od FY 2014-be-
yond, to $41.50 per barrel �ncreas�ng 
w�th �nflat�on, from $25.50 per barrel �n 
the Spr�ng 2006 Revenue Sources Book. 
Th�s follows the department’s protocol 
that part�c�pants �n a pr�ce forecast-
�ng Delph� elected to change long-run 
pr�ces from the pr�or two consecut�ve 
fall forecasts. The �nflat�on rate �s 2.75% 
per year based on Callan Assoc�ates Inc. 
five-year cap�tal market assumpt�ons. In 
add�t�on to chang�ng the long-run pr�ce, 
the number of years the pr�ce �s forecast 
– before the long-run pr�ce beg�ns – has 
also been changed.  We now forecast 
seven (7) �nd�v�dual years.  Earl�er ed�-
t�ons only forecast three (3) years.

 Transportation and 
Other Production 
Costs
Taxpayers deduct mar�ne transportat�on 
costs, Trans-Alaska P�pel�ne System and 
feeder p�pel�ne tar�ffs and other costs to 
determ�ne an ANS wellhead pr�ce.  The 
wellhead pr�ce �s the bas�s for state pro-
duct�on tax and royalty payments.

Transportation Costs
The mandated replacement of vessels 
w�thout double hulls w�th new, more 
expens�ve double-hulled vessels, and the 
cont�nued use of smaller qual�fied vessels 
to replace larger vessels ret�red by com-
pl�ance w�th the Federal Pollut�on Act of 

1990 �s l�kely to �ncrease transportat�on 
costs �n the future.

Trans-Alaska Pipeline System 
(TAPS) Tariffs
The TAPS tar�ff �s determ�ned accord�ng 
to the TAPS Settlement Methodology, 
a rate-mak�ng method approved by the 
Federal Energy Regulatory Comm�ss�on 
that allows the TAPS owners to recover 
the�r costs, �nclud�ng an allowance for 
profit. Under the agreement, future 
tar�ffs w�ll be determ�ned by operat-
�ng cost trends, the product�on rate 
and �nflat�on. Prel�m�nary negot�at�ons 
between the state and p�pel�ne owners 
have already started to rev�s�t the TAPS 
Settlement Method, wh�ch �s scheduled 
to exp�re December 31, 2011.

TAPS tar�ffs are filed on a calendar year 
bas�s, w�th new tar�ffs tak�ng effect Janu-
ary 1 each year. The we�ghted average 
tar�ff fil�ng for calendar year 2006 �s 
$4.06 per barrel. The fall 2006 forecast 
assumpt�ons �n F�gure 4-9 (next page) 
conta�n projected tar�ffs for FY 2007-
2017. 

Feeder Pipeline and Other 
Adjustments
Add�t�onal transportat�on costs are also 
�ncurred to move the var�ous crude o�ls 
that compr�se ANS from North Slope 
product�on fields to Pump Stat�on No. 
1 of the Trans-Alaska P�pel�ne System. 
These �nclude both feeder p�pel�ne 
charges and other cost adjustments to 
account for the d�fferent qual�t�es of o�l 
enter�ng the North Slope p�pel�nes as 
well as market-locat�on d�fferent�als for 
�n-state sales. See F�gure 4-9 on page 39.

Wellhead Price
The comb�nat�on of ANS wellhead 
value and product�on volume form the 
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bas�s for both state product�on taxes and 
royalt�es. The wellhead value �s calcu-
lated by subtract�ng the relevant mar�ne 
transportat�on and p�pel�ne tar�ff costs 
(as well as adjustments for North Slope 
feeder p�pel�nes and p�pel�ne qual�ty 
bank) from the appropr�ate dest�nat�on 
value. F�gure 4-9 reflects th�s calculat�on 
for FY 2007-2017.

Crude Oil Production
For the fall 2006 forecast, we cont�nue 
to make adjustments to our product�on 
expectat�ons from the North Slope. In 
the near term, we have �ncorporated 
rev�sed reservo�r performance analys�s 
on decl�n�ng fields, rev�ewed the un-
certa�nty assoc�ated w�th the pace and 
scope of develop�ng satell�te fields and 
re-evaluated downt�me for all fields due 
to current p�pel�ne closures and related 
corros�on test�ng on the North Slope.  
For the longer term, we have delayed 
Po�nt Thomson and assoc�ated satell�te 
one year to ma�nta�n our assumed ten 
year lead t�me for development. 

Our FY 2007 ANS product�on forecast 
has been rev�sed downward to 740,000 
barrels per day, wh�ch �s a 12% decrease 
from the 845,000 barrels per day pro-
duced �n FY 2006. Th�s reflects volume 

reduct�ons from numerous unplanned 
events, �nclud�ng p�pel�ne corros�on 
problems at Prudhoe Bay, L�sburne and 
M�lne Po�nt.  

The North Slope �s a mature o�l prov�nce 
that �s �n decl�ne.  Its ag�ng �nfrastruc-
ture w�ll l�kely have add�t�onal prob-
lems as we look �nto the future and the 
harsh env�ronment of the North Slope 
ampl�fies the l�kel�hood of other occur-
rences. In add�t�on, the development of 
fields conta�n�ng v�scous o�l �s prov�d�ng 
challenges to the o�l �ndustry. These two 
factors have been �ncorporated �nto our 
forecast and are the reasons for forecast-
�ng lower near term volumes.

We character�ze North Slope product�on 
three ways, each w�th d�screte, albe�t 
est�mated confidence levels: (1) cur-
rently produc�ng, (2) currently under 
development and (3) currently under 
evaluat�on. We do th�s so that the reader 
w�ll have an understand�ng about the 
uncerta�nty assoc�ated w�th the produc-
t�on forecast. We cont�nue to forecast 
product�on of only those reserves that 
have already been d�scovered and at 
m�n�mum are be�ng evaluated for devel-
opment.

Currently Producing
Product�on character�zed as “currently 
produc�ng” �ncludes basel�ne produc-
t�on and presumes a cont�nued level of 
expend�ture suffic�ent to promote safe, 
env�ronmentally sound operat�ons. 
Such expend�tures �nclude the follow-
�ng: well d�agnost�c and remed�al work, 
data acqu�s�t�on and rate-enhanc�ng 
expend�tures such as perforat�ng, ac�d 
st�mulat�on, well workovers, fracture 
treatments, art�fic�al l�ft opt�m�zat�on 
and product�on profile opt�m�za-
t�on. Th�s category of product�on also 
presumes cont�nued gas and water 
�nject�on for pressure support. Based on 
h�stor�cal forecast�ng performance, we 
ass�gn a 98% confidence level for the 
current fiscal year and between 90% to 
95% throughout the rema�nder of our 
forecast per�od. 

Currently Under                
Development
Product�on character�zed as “currently 
under development” �s based on new 
projects currently funded and �n the 
des�gn/construct�on phase, as well as de-
velopment dr�ll�ng and enhanced o�l re-
covery (m�sc�ble or �mm�sc�ble �nject�on) 

Figure 4-9. Fall 2006 Forecast Assumptions, FY 2007-2017 (Nominal $ per barrel)

Fiscal Year (1) 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
ANS West Coast 

Pr�ce 59.15 51.25 49.50 49.00 50.00 47.50 45.00 41.50 42.50 43.50 44.50

ANS Mar�ne 
Transportat�on 1.76 1.79 1.84 1.89 1.94 1.99 2.04 2.09 2.14 2.19 2.24

TAPS Tar�ff 4.38 4.11 2.36 2.43 2.48 2.53 2.57 2.71 2.84 2.92 3.01
Other              

Deduct�ons & 
Adjustments (2)

0.67 0.38 0.46 0.58 0.60 0.73 0.77 0.82 0.86 0.88 0.91

ANS wellhead 52.35 44.97 44.84 44.09 44.98 42.24 39.62 35.88 36.66 37.51 38.34

(1) FY 2007 �ncludes reported �nformat�on through August 2006.

(2) Includes other adjustments such as qual�ty bank changes, locat�on d�fferent�als and company-amended �nformat�on.
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projects, currently funded or underway, 
but not �ncluded �n the “currently pro-
duc�ng” category. It also �ncludes �ncre-
mental o�l expected from the long-term 
gas cap water �nject�on project at Prud-
hoe Bay and the low sal�n�ty waterflood 
at End�cott. Examples of product�on 
“currently under development” �nclude 
the F�ord Kuparuk and Nanuq Kuparuk 
satell�tes at Alp�ne, near Beaufort fields 
Oooguruk and N�ka�tchuq,  J-Pad and 
K-Pad development at West Sak, near 
term planned dr�ll�ng at M�lne po�nt 
and Schrader Bluff and certa�n satell�te 
development at Prudhoe Bay.    

For the fall forecast, we have aga�n 
slowed the pace of development at 
all heavy o�l fields to allow cont�nued 
m�t�gat�on of challeng�ng commerc�al 
and techn�cal �ssues.  Because of t�m�ng 
and scope uncerta�nty, our subject�ve 
confidence for th�s category of produc-
t�on �s approx�mately 80-85%.

Currently Under Evaluation
Product�on character�zed as “currently 
under evaluat�on” �ncludes techn�cally 
v�able projects currently �n the “penc�l 
sharpen�ng” stage where eng�neer-
�ng, cost, r�sk and reward are all be�ng 
act�vely evaluated. These projects are all 
currently unfunded by the operators but 
have a h�gh chance of be�ng brought 
to fru�t�on. They �nclude enhanced o�l 
recovery at certa�n satell�te fields, devel-
opment dr�ll�ng outs�de the core areas at 
West Sak and Schrader Bluff, expanded 
development at Prudhoe Bay satell�tes 
Or�on, Polar�s and Boreal�s and Alp�ne 
West and Qann�k development �n the 
Colv�lle R�ver un�t. Also �ncluded �n th�s 
category are NPR-A development, Po�nt 
Thomson, L�berty and development of 
other known onshore d�scover�es.  Al-
though operator BP �s currently evaluat-
�ng technolog�es assoc�ated w�th devel-
op�ng the vast v�scous o�l accumulat�on 
known as Ugnu, we do not forecast any 
product�on from that field.

Regard�ng NPR-A, we are forecast�ng 
product�on from four small “puddles” 
�n the v�c�n�ty of known d�scover�es 
currently named “Lookout”, “Moose’s 
Tooth”, “Spark” and “Rendezvous”.  
S�nce these d�scover�es have been an-
nounced, there has been ongo�ng explo-
rat�on outs�de the boundar�es of these 
accumulat�ons, and explorers cont�nue 
to push further west �n search of new 
development opportun�t�es. 

Confidence levels vary for th�s cat-
egory of product�on. Certa�n heavy o�l 
development dr�ll�ng for Schrader Bluff, 
Or�on or West Sak �n FY 2007 m�ght 
have confidence levels approach�ng that 
of “product�on under development”. 
Offshore developments such as L�berty, 
or potent�ally h�gh cost, scope-chal-
lenged developments such as Po�nt 
Thomson probably deserve lower confi-
dence, and our subject�ve assessment �s 
�n the 70%-75% range. All product�on 
from th�s category �s subject to delays 
and scope changes that m�ght �mpact 
reserves or product�on rates. 

Figure 4-10. Alaska North Slope Production, FY 1996-2006 and Forecasted FY 2007-2017
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Figure 4-11. Alaska Crude Oil and NGL Production, FY 2006 and Forecast 2007-2008 (millions barrels/day)

Alaska North Slope FY 2006 FY 2007 FY 2008

Prudhoe Bay (1) 0.340 0.280 0.301

Aurora 0.009 0.012 0.013

Boreal�s 0.017 0.017 0.017

M�dn�ght Sun 0.006 0.005 0.005

Or�on 0.007 0.009 0.012

Polar�s 0.003 0.002 0.006

L�sburne 0.009 0.009 0.011

N�akuk (2) 0.006 0.004 0.004

Po�nt McIntyre 0.033 0.015 0.027

Raven 0.001 0.002 0.001

Kuparuk 0.134 0.119 0.116

Meltwater 0.005 0.003 0.003

Tabasco 0.004 0.004 0.003

Tarn 0.020 0.019 0.017

West Sak 0.013 0.019 0.030

M�lne Po�nt 0.025 0.021 0.024

Schrader Bluff 0.016 0.010 0.013

End�cott 0.019 0.016 0.015

Badam� 0.001 0.001 0.001

Alp�ne (3) 0.123 0.106 0.090

F�ord (4) 0.000 0.010 0.019

Nanuq (5) 0.000 0.005 0.012

Oooguruk 0.000 0.000 0.0003

Northstar(6) 0.056 0.051 0.039

Total Alaska North Slope 0.845 0.740 0.782

�ncrease/decrease from pr�or per�od (0.072) (0.105) 0.043

% change from pr�or per�od -7.9% -12.4% 5.8%

Cook Inlet 0.018 0.017 0.016

�ncrease/decrease from pr�or per�od (0.002) (0.001) (0.001)

% change from pr�or per�od -9.0% -5.9% -7.0%

Total Alaska 0.863 0.756 0.798

�ncrease/decrease from pr�or year (0.0534) (0.1070) 0.0415

% change from pr�or per�od -5.3% -12.4% 5.5%

(1) Includes NGLs

(2) Includes West N�akuk

(3) Includes Qann�k

(4) Includes F�ord-Kuparuk

(5) Includes Nanuq-Kuparuk

(6) Includes OCS Product�on
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Petroleum Property 
Tax
An annual tax �s lev�ed each year on the 
full and true value of property taxable 
under AS 43.56. The tax on o�l and gas 
property �s the only statew�de property 
tax. The valuat�on procedure for three 
d�st�nct classes of property—explora-
t�on, product�on and p�pel�ne transpor-
tat�on—�s descr�bed below.

Exploration Property
Value �s based on the est�mated pr�ce 
that the property would br�ng �n an 
open market under preva�l�ng market 
cond�t�ons �n a sale between a w�ll-
�ng seller and a w�ll�ng buyer, both 
conversant w�th the property and w�th 
preva�l�ng general pr�ce levels.

The state appra�ser gathers raw data for 
determ�n�ng market value by rev�ew�ng 
the deta�ls of equ�pment sales, attend-
�ng auct�ons and rev�ew�ng trade jour-
nals. Th�s data �s then appl�ed to the 
taxable property, tak�ng �nto account 
age, capac�ty, phys�cal and funct�onal 
obsolescence.

Production Property
Value �s determ�ned on the bas�s of re-
placement cost less deprec�at�on, based 
on the econom�c l�fe of the proven 
reserves.

In the case of an offshore o�l or gas 
platform or onshore fac�l�ty, the num-
ber of years of useful l�fe �s determ�ned 
by est�mat�ng the date the fac�l�ty 
reaches �ts econom�c l�m�t, not on the 
bas�s of the projected phys�cal l�fe of 
the property. The t�me per�od unt�l the 
est�mated operat�ng revenue would 
equal operat�ng expenses plus the cur-
rent age of the fac�l�ty equals the total 
l�fe. The deprec�at�on factor for the 
fac�l�ty equals the years of rema�n�ng 
l�fe d�v�ded by the total l�fe.

Pipeline Transportation 
Property
The full and true value of taxable 
p�pel�ne property �s determ�ned w�th 
due regard to the econom�c value of 
the property based on the est�mated 
l�fe of the proven reserves of gas or 
unrefined o�l that w�ll be transported 
by the p�pel�ne. We rely upon several 

standard appra�sal techn�ques to value 
Alaska p�pel�nes. When market rents 
are ava�lable, we pr�mar�ly rely on the 
�ncome method under wh�ch the value 
�s the net present worth of all future 
�ncome streams of the p�pel�ne. When 
rents are constra�ned by the regulatory 
process or when market rents cannot be 
obta�ned, we pr�mar�ly rely on replace-
ment cost less deprec�at�on based on 
the econom�c l�fe of the reserves that 
feed the p�pel�ne.  The Trans-Alaska 
P�pel�ne from Prudhoe Bay represents 
more than 95% of Alaska’s taxable 
p�pel�ne transportat�on property.

F�gure 4-12 �llustrates the property tax 
d�str�but�on between local commun�t�es 
and the state for FY 2006. The proper-
ty value �s assessed by the state. A local 
tax �s lev�ed on the state’s assessed value 
for o�l and gas property w�th�n a c�ty 
or borough, and �s subject to the local 
property tax l�m�tat�ons establ�shed �n 
AS 29.45.080 and AS 29.45.100. The 
state’s m�ll rate �s effect�vely 20 m�lls 
m�nus the local rate.

Figure 4-12. Distribution of Petroleum Property Tax, FY06 ($ million) (1) 

Municipalities Gross Tax Local Share State Share

North Slope 209.1 199.2 9.9
Unorgan�zed 37.5 0.0 37.5

Valdez 18.3 18.3 0.0
Kena� 11.1 7.0 4.1

Fa�rbanks 7.6 5.8 1.8
Anchorage 4.0 3.1 1.0

Other Mun�c�pal�t�es(2) 0.2 0.1 0.1
Total 287.8 233.5 54.3

(1) Amounts shown here do not �nclude the supplemental property tax roll and as a result may not 
exactly match data presented elsewhere �n th�s book or �n the Tax D�v�s�on’s FY 2006 Annual Report.       
(2) Includes Matanuska-Sus�tna Borough, Cordova and Wh�tt�er.
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Figure 4-13. Restricted Oil Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

Restricted FY 2006 FY 2007 FY 2008

Royalt�es to Permanent Fund & School Fund

Royalt�es, bonuses & rents to Permanent Fund 599.5 504.7 442.0
Royalt�es, bonuses & rents to School Fund 12.0 13.9 5.8

Subtotal 611.5 518.6 447.8

Settlements to CBRF 43.7 90.0 20.0
NPRA royalt�es, rents & bonuses 2.9 6.4 7.6
Total Restricted 658.1 615.0 475.4

Petroleum Corporate Income 
Tax
Alaska lev�es corporate �ncome tax �n 
two ways: one that appl�es to o�l and 
gas corporat�ons and one that appl�es 
to corporat�ons other than o�l and gas 
corporat�ons. Forecasts and d�scuss�on 
of the corporate �ncome tax as appl�ed 
to corporat�ons other than o�l and gas 
corporat�ons can be found �n the Other 
Revenue sect�on of th�s forecast.

An o�l and gas corporat�on’s Alaska �n-
come tax depends on the relat�ve s�ze of 
�ts Alaska and worldw�de act�v�t�es and 
the corporat�on’s total worldw�de net 
earn�ngs. The corporat�on’s Alaska tax-
able �ncome �s der�ved by apport�on�ng 
�ts worldw�de taxable �ncome to Alaska 
based on the average of three factors as 
they perta�n to the corporat�on’s Alaska 
operat�ons: (1) tar�ffs and sales, (2) o�l 
and gas product�on and (3) o�l and gas 
property. 

H�stor�cally, o�l and gas corporate 
�ncome tax revenue has var�ed greatly 
along w�th o�l pr�ces and o�l �ndustry 
profits. In FY 1982, revenue from th�s 
tax was $668.9 m�ll�on. As recently as 
FY 1994, the o�l and gas corporate �n-
come tax generated a mere $17.8 m�l-
l�on. For the past three years, revenues 

from the o�l and gas corporate �ncome 
tax have r�sen along w�th o�l pr�ces and 
o�l �ndustry profits, generat�ng $661.1 
m�ll�on �n FY 2006—the h�ghest level 
for collect�ons s�nce the early 1980’s.  

We produce our forecast of o�l and gas 
corporate �ncome tax collect�ons by 
us�ng an econom�c model. The stat�st�-
cal relat�onsh�p between h�stor�cal tax 
payments, crude o�l pr�ces, North Slope 
o�l product�on and refinery marg�ns are 
used to est�mate corporate �ncome tax 
payments. We then adjust for refunds 
and carry-forwards wh�ch cause actual 
collect�ons to d�ffer from payments. 
Est�mated payments so far �n FY 2007 
have been strong, and we project 
that for the full fiscal year o�l and gas 
corporate �ncome tax collect�ons w�ll be 
close to the FY 2006 total. In FY 2008, 
we expect a 25% decl�ne �n collect�ons 
due to decl�n�ng o�l pr�ces and refin�ng 
marg�ns.

Restricted Oil Revenue
Accord�ng to Art�cle IX, Sect�on 15 of 
the Alaska Const�tut�on, a m�n�mum 
of 25% of all m�neral lease rentals, 
royalt�es, royalty sale proceeds, federal 
m�neral revenue shar�ng payments and 
bonuses rece�ved by the state must be 

depos�ted �nto the Alaska Permanent 
Fund. In add�t�on, AS 37.14.110 
requ�res a contr�but�on of 0.5% of all 
royalt�es and bonuses to the Publ�c 
School Fund Trust. Settlements w�th 
or judgments aga�nst the o�l �ndustry 
�nvolv�ng tax and royalty d�sputes must 
be depos�ted �n the Const�tut�onal 
Budget Reserve Fund (CBRF).

The state �s ent�tled to 50% of all 
bonuses, rents and royalt�es from o�l 
development act�v�ty �n the federal 
NPR-A. All such revenue flows �nto 
the NPR-A Spec�al Revenue Fund. All 
of the revenue �n the fund each year 
�s ava�lable for appropr�at�on �n the 
form of grants to mun�c�pal�t�es that 
demonstrate present or future �mpact 
from NPR-A o�l development. Of the 
revenue not appropr�ated to the mu-
n�c�pal�t�es, 25% goes to the Permanent 
Fund, 0.5% goes to the Publ�c School 
Trust Fund, and the rest may be appro-
pr�ated to the Power Cost Equal�zat�on 
and Rural Electr�c Cap�tal�zat�on Fund. 
Any rema�n�ng revenue after these 
appropr�at�ons lapses �nto the General 
Fund.

The table below reflects restr�cted o�l 
and gas revenue.
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Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment) $1.0 b�ll�on

O�l $4.4 b�ll�on

Restr�cted $0.5 b�ll�on
Unrestr�cted $0.5 b�ll�on

Figure 5-1. FY 2006 Other Revenue (Except Federal & Investment) $1.0 billion
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General Discussion
Income from sources other than o�l, state 
�nvestments and federal rece�pts �ncludes 
non-o�l taxes, charges for serv�ces, fines 
and forfe�tures, l�censes and perm�ts, rents 
and royalt�es and other revenue sources. 
These revenue sources are d�v�ded be-
tween unrestr�cted and restr�cted rev-
enues; the amounts of each are reflected 
�n F�gures 5-2 through 5-8 throughout 
th�s chapter. Restr�cted revenue �ncludes 
money depos�ted �n funds other than the 
Unrestr�cted General Fund. For pur-
poses of th�s forecast, restr�cted revenues 
also �nclude rece�pts that the leg�slature 
customar�ly appropr�ates or sets as�de for 

a part�cular purpose or program, such as 
shar�ng of fish tax revenue w�th mun�c�-
pal�t�es.

Other Taxes
Alcoholic Beverages Tax
Alcohol�c beverage taxes are collected 
pr�mar�ly from wholesalers and d�str�bu-
tors of alcohol�c beverages sold �n Alaska. 
S�nce October 1, 2002, the per-gallon 
tax rates on alcohol�c beverages have 
been $1.07 for beer, $2.50 for w�ne 
and $12.80 for l�quor. Qual�fy�ng small 

brewers pay tax at a rate of $0.35 per 
gallon for beer. Revenue �s depos�ted �nto 
the General Fund. F�fty percent of the 
revenue �s d�rected to a subfund of the 
General Fund, the Alcohol and Other 
Drug Abuse Treatment and Prevent�on 
Fund, and �s treated as restr�cted �n th�s 
forecast. 

Over the past 10 years, alcohol consump-
t�on has grown at an average annual rate 
of 0.9% for beer, 3.5% for w�ne, and 
2.4% for l�quor. We forecast that con-
sumpt�on w�ll cont�nue to grow at these 
h�stor�cal average rates.

Figure 5-2. Total Other Revenue (Except Federal & Investment), FY 2006 and Forecasted FY 2007-2008 ($ million)

      H�story Forecast

FY 2006 FY 2007 FY 2008

Unrestricted
Taxes 327.6 347.9 344.9
Charges for serv�ces 23.1 23.1 23.1
F�nes & forfe�tures 8.5 10.3 10.3
L�censes & perm�ts 41.9 44.1 44.9
Rents & royalt�es 8.8 9.4 9.5
Other 40.6 22.0 20.5

Total unrestricted 450.5 456.8 453.2

Restricted
Taxes 86.3 84.7 128.8
Charges for serv�ces 225.0 235.8 239.6
F�nes & forfe�tures 21.0 20.1 30.6
L�censes & perm�ts 30.6 37.1 37.5
Rents & royalt�es 5.9 5.9 5.9
Other 156.7 100.4 176.7

Total restricted 525.5 484.0 619.1

Subtotal Other Revenue 976.0 940.8 1,072.3
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Charitable Gaming
Under Alaska law, mun�c�pal�t�es and 
qual�fied nonprofit organ�zat�ons may 
conduct certa�n char�table gam�ng 
act�v�t�es. The purpose of these act�v�t�es 
�s to der�ve publ�c benefit �n the form of 
money for the char�t�es and revenues for 
the state. The Department of Revenue 
collects perm�t and l�cense fees, a 1% net 
proceeds fee and a 3% pull-tab tax. We 
forecast that revenues from char�table 
gam�ng act�v�ty w�ll show l�ttle change 
over the next two fiscal years.

Corporate Income Tax
Alaska lev�es corporate �ncome tax �n 
two ways: one that appl�es to o�l and 
gas corporat�ons and one that appl�es 
to corporat�ons other than o�l and gas 
corporat�ons. Forecasts and d�scuss�on of 
the corporate �ncome tax as appl�ed to 
o�l and gas corporat�ons can be found �n 
the O�l Revenue sect�on of th�s forecast.

Alaska lev�es the Corporate Net Income 
Tax on net �ncome of corporat�ons 
that do bus�ness �n the state and der�ve 
�ncome from sources w�th�n Alaska. 
Corporate tax rates are graduated from 
1% to 9.4% �n $10,000 �ncrements of 
Alaska taxable �ncome; the max�mum 
rate of 9.4% appl�es to taxable �ncome 
over $90,000. S-Corporat�ons and 
LLCs that file federally as partnersh�ps 
are generally exempt from corporat�on 
�ncome tax. Corporat�ons compute 
the�r tax l�ab�l�ty based on federal tax-
able �ncome w�th Alaska adjustments. 
Corporat�ons other than o�l and gas 
corporat�ons apport�on the�r �ncome to 
Alaska by us�ng a three-factor appor-
t�onment based on sales, property and 
payroll. Taxpayers determ�ne Alaska 
taxable �ncome by apply�ng the�r ap-
port�onment factor to the corporat�on’s 
mod�fied federal taxable �ncome of the 
Water’s Edge Comb�ned Group.

Over the past few years, �ncome tax 
revenue from corporat�ons other than 

o�l and gas corporat�ons has �ncreased 
s�gn�ficantly. In FY 2004, revenue from 
the tax was $39.6 m�ll�on. By FY 2006 
revenue �ncreased to $137.6 m�ll�on. 
We produce our forecast of non-petro-
leum corporate �ncome tax collect�ons 
by us�ng an econom�c model. The 
stat�st�cal relat�onsh�p between h�stor�-
cal tax payments, corporate profits and 
crude o�l pr�ces are used as �nput to es-
t�mate corporate �ncome tax payments. 
Corporate profits are used because they 
help determ�ne tax l�ab�l�ty and crude 
o�l pr�ces are used because the pr�ce of 
o�l �mpacts company profitab�l�ty �n 
many econom�c sectors �n Alaska. After 
forecast�ng est�mated payments, we 
then adjust for refunds and carry-for-
wards wh�ch cause actual collect�ons to 
d�ffer from payments. Revenues should 
rema�n at h�stor�cally h�gh levels, as 
cont�nued growth �n corporate prof-
�ts �s balanced by decl�n�ng pr�ces for 
North Slope crude o�l.  

Commercial Passenger Vessel 
Taxes
In August 2006, Alaska voters approved 
Ballot Measure 2. Th�s �n�t�at�ve �mposes 
new taxes and fees on commerc�al pas-
senger vessels �nclud�ng:

• A per-passenger tax of $46 on com-
merc�al vessels w�th 250 or more 
berths. Revenues w�ll be depos�ted 
�nto a subfund of the General Fund, 
the Commerc�al Vessel Passenger Tax 
Account. $5 of the tax w�ll be d�str�b-
uted to each of the first five ports of 
call, and an add�t�onal 25% of the tax 
w�ll be des�gnated for other local gov-
ernments �mpacted by the cru�se sh�p 
�ndustry. The ent�re passenger tax �s 
cons�dered restr�cted for purposes of 
th�s forecast.

• An add�t�onal per-berth fee of $4 to 
operate the Ocean Ranger program, 
wh�ch prov�des for �ndependent ob-
servers of eng�neer�ng, san�tat�on and 

health pract�ces. Th�s fee �s cons�d-
ered restr�cted and �s �ncluded �n the 
“Charges for Serv�ces” sect�on of th�s 
forecast.

• A tax of 33% on the adjusted gross 
�ncome from gam�ng or gambl�ng 
act�v�t�es aboard large passenger 
vessels �n the state. Revenues w�ll be 
depos�ted �nto a subfund of the Gen-
eral Fund, the Commerc�al Vessel 
Passenger Tax Account, and w�ll be 
cons�dered restr�cted for purposes of 
th�s forecast.

• Compan�es operat�ng large com-
merc�al passenger vessels w�ll now 
be subject to the Alaska corporate 
�ncome tax. Any �ncremental cor-
porate �ncome tax revenue w�ll be 
unrestr�cted General Fund revenue.

• New penalt�es for v�olat�ons related to 
false report�ng, env�ronmental regula-
t�ons and d�sclosures on promot�ons 
and shore s�de act�v�ty sales. Revenue 
from these prov�s�ons w�ll be reflected 
�n the “F�nes and Forfe�tures” sect�on 
of th�s forecast.

For th�s forecast, the $46 per-passenger 
tax and $4 berth fee are expected to 
generate revenue beg�nn�ng �n FY 2008 
(based on the 2007 tour�st season). Our 
forecasts are based on an expectat�on 
of 949,000 el�g�ble sh�p passengers and 
949,000 el�g�ble sh�p sa�l�ng berths. 
Due to uncerta�nt�es and lack of data, 
est�mates of revenue from the gambl�ng 
act�v�ty tax, corporate �ncome taxes, and 
penalt�es are not reflected �n the Fall 
2006 forecast.

Electric Cooperative and 
Telephone Cooperative Taxes
The electr�c cooperat�ve tax �s based 
on k�lowatt hours furn�shed by qual�-
fied electr�c cooperat�ves recogn�zed 
under T�tle 10 of the Alaska statutes. 
The telephone cooperat�ve tax �s lev�ed 
on gross revenue of qual�fied telephone 
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cooperat�ves under T�tle 10. Revenue 
from cooperat�ves located �n mun�c�pal�-
t�es �s treated as restr�cted revenue �n th�s 
forecast because �t �s shared 100% w�th 
the mun�c�pal�t�es. The small amount 
of revenue collected from cooperat�ves 
outs�de mun�c�pal�t�es �s reta�ned by 
the state. We forecast l�ttle change �n 
revenues from the electr�c and telephone 
cooperat�ve taxes over the next two fiscal 
years.

Estate Tax
The estate tax �s lev�ed on the transfer 
of an estate upon death. The Alaska 
estate tax �s t�ed to the federal tax, w�th 
the amount of the state tax equal�ng 
the max�mum state cred�t allowed on 
the estate’s federal return. All revenue 
der�ved from estate taxes �s depos�ted �n 
the General Fund. 

As a result of changes to the federal es-
tate tax, the Alaska estate tax was phased 
out completely beg�nn�ng January 1, 
2005. However, revenues cont�nued �n 
FY 2006 because of the 15-month fil�ng 
per�od. The federal estate tax changes 
that caused the state tax to phase out 
are currently scheduled to sunset after 
December 31, 2010. We forecast no rev-
enue from the estate tax unt�l FY 2012.

Fisheries Business Tax
The fisher�es bus�ness tax �s lev�ed on 
bus�nesses that process or export fisher�es 
resources from Alaska. Although the tax 
usually �s lev�ed on the act of process�ng, 
the tax �s often referred to as a “raw fish 
tax” because �t �s based on the value of 
the raw fishery resource. Tax rates vary 
from 1% to 5%, depend�ng on whether 
a fishery resource �s class�fied as “estab-
l�shed” or “develop�ng,” and whether �t 
was processed by an on-shore or float-
�ng processor. Revenue from the tax �s 
depos�ted �n the General Fund. F�fty 
percent of the revenue (before cred�ts) �s 
shared to qual�fied mun�c�pal�t�es, and �s 
treated as restr�cted �n th�s forecast.

Our forecast �s based on est�mated tax-
able values of the major fisher�es �n the 
state and h�stor�cal effect�ve tax rates. 
F�sher�es bus�ness tax revenue reta�ned 
by the state �s adjusted by a forecast of 
tax cred�ts, �nclud�ng Salmon Product 
Development and Ut�l�zat�on cred�ts, 
wh�ch apply only to the state port�on of 
the tax.

Fishery Resource Landing 
Tax
The fishery resource land�ng tax �s lev�ed 
on fishery resources processed outs�de 
and first landed �n Alaska, and �s based 
on the unprocessed statew�de average 
value of the resource. The tax �s collected 
pr�mar�ly from factory trawlers and 
float�ng processors that process fishery 
resources outs�de the state’s 3-m�le l�m�t 
and br�ng the�r products �nto Alaska for 
sh�pment. The tax rates vary from 1% 
to 3%, based on whether the resource 
�s class�fied as “establ�shed” or “develop-
�ng.” All revenue der�ved from the tax 
�s depos�ted �n the General Fund. F�fty 
percent of the revenue (before cred�ts) �s 
shared to qual�fied mun�c�pal�t�es, and �s 
treated as restr�cted �n th�s forecast.

Our forecast �s based on est�mated tax-
able values of the major fisher�es �n the 
state and h�stor�cal effect�ve tax rates. 
F�sher�es bus�ness tax revenue reta�ned 
by the state �s adjusted by a forecast of 
tax cred�ts wh�ch apply only to the state 
port�on of the tax.

Insurance Premium Tax
Insurance compan�es �n Alaska do not 
pay corporate �ncome tax, sales or other 
exc�se taxes. Instead, they pay an �nsur-
ance prem�um tax. Revenue �s depos�ted 
�nto the General Fund and for most 
types of �nsurance, the tax �s treated 
as unrestr�cted revenue. However, the 
prem�um tax on worker’s compensat�on 
�nsurance �s depos�ted a subfund of the 
General Fund, the Workers Safety and 
Compensat�on Fund, and �s reflected as 

restr�cted �n th�s forecast. The restr�cted 
component also �ncludes serv�ce fees 
pa�d �nto the Workers Safety and Com-
pensat�on Fund by employers who are 
un�nsured or self-�nsured.

Our forecast �s based on the expectat�ons 
of the Department of Commerce, Com-
mun�ty and Econom�c Development’s 
D�v�s�on of Insurance, wh�ch adm�n�s-
ters the �nsurance prem�um tax, and the 
Department of Labor and Workforce 
Development’s Workers Compensat�on 
D�v�s�on, wh�ch collects worker’s com-
pensat�on serv�ce fees. 

Mining License Tax
The m�n�ng l�cense tax �s a tax on the 
net �ncome of all m�n�ng operat�ons �n 
the state, rang�ng from 0% to 7%, less 
explorat�on and other cred�ts. Except for 
sand and gravel operat�ons, new m�n�ng 
operat�ons are exempt from the m�n�ng 
l�cense tax for a per�od of 3½ years after 
product�on beg�ns.

M�n�ng l�cense tax revenues set a record 
�n FY 2006, benefit�ng from strong m�n-
erals pr�ces �n calendar year 2005. M�n-
erals pr�ces �ncreased aga�n �n calendar 
year 2006 and we are forecast�ng that 
FY 2007 w�ll be another year of record 
collect�ons for the m�n�ng l�cense tax. 
M�nerals pr�ces are expected to moderate 
�n the 2007 tax year, lead�ng to collec-
t�ons that are sl�ghtly lower �n FY 2008 
but st�ll well above h�stor�cal levels. Our 
forecast �s produced us�ng a bottom-up 
approach that est�mates tax payments 
for each of the major m�nes �n the state 
based on expected m�nerals pr�ces and 
product�on.

Motor Fuel Tax
The motor fuel tax �s �mposed on all 
motor fuel sold, transferred or used 
w�th�n Alaska. Current per gallon rates 
are 8 cents for h�ghway use, 5 cents 
for mar�ne fuel, 4.7 cents for av�at�on 
gasol�ne, 3.2 cents for jet fuel, and a 
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rate of 8 cents or 2 cents for gasohol, 
depend�ng on the season, locat�on and 
EPA mandate. Motor fuel taxes are col-
lected pr�mar�ly from wholesalers and 
d�str�butors l�censed as qual�fied dealers. 
Var�ous uses of fuel are exempt from tax, 
�nclud�ng fuel used for heat�ng or fl�ghts 
to or from a fore�gn country. All revenue 
der�ved from motor fuel taxes �s depos-
�ted �n the General Fund. S�xty percent 
of the taxes attr�butable to av�at�on fuel 
sales at mun�c�pal a�rports are shared 
w�th the respect�ve mun�c�pal�t�es, and 
are treated as restr�cted for purposes of 
th�s forecast.

Our forecast for motor fuel tax revenue 
�s based on Energy Informat�on Agency 
project�ons for U.S. motor fuel con-
sumpt�on.

Tire Fee
The t�re fee has two components. The 
first component �s a tax of $2.50 on 
all new t�res sold �n Alaska for motor 
veh�cles �ntended for h�ghway use. The 
second component �s an add�t�onal $5 
fee per t�re on all new t�res w�th heavy 
studs sold �n Alaska, and a $5 fee per t�re 
on the �nstallat�on of heavy studs on a 
prev�ously un-studded t�re. 

Our forecast of t�re fee revenue �s based 
on the expected number of veh�cle reg�s-
trat�ons �n the state.

Seafood Assessments and 
Taxes
The Department of Revenue adm�n�sters 
five d�fferent programs that ra�se money 
through seafood assessments. The rates 
for these assessments are determ�ned 
by a vote of the appropr�ate assoc�a-
t�on w�th�n the seafood �ndustry or by 
members of the Alaska Seafood Market-
�ng Inst�tute.

The five programs are:

• The seafood market�ng assessment, 
wh�ch appl�es to all seafood products 

made or first landed �n Alaska and all 
unprocessed products exported from 
Alaska.

• The d�ve fishery management assess-
ment, wh�ch �s lev�ed on the value of 
fishery resources taken us�ng d�ve gear 
�n a des�gnated management area.

• The reg�onal seafood development 
tax, wh�ch �s lev�ed on the value of 
fishery resources �n a des�gnated man-
agement area.

• The salmon enhancement tax, wh�ch 
�s lev�ed on salmon sold or exported 
from des�gnated aquaculture reg�ons.

Although revenue rece�ved under these 
assessments �s depos�ted �n the General 
Fund, funds are treated as restr�cted rev-
enue �n th�s forecast because they are set 
as�de for the leg�slature to appropr�ate 
for the benefit of the seafood �ndustry, 
e�ther �n market�ng or �n management/
development of the �ndustry. 

Our salmon enhancement tax forecast �s 
based on est�mated taxable value of the 
salmon fishery �n the state and h�stor�-
cal effect�ve tax rates. All other seafood 
assessments are reflected as rece�pt sup-
ported serv�ces under the Charges for 
Serv�ces sect�on of th�s forecast and are 
not forecast �nd�v�dually.

Tobacco Tax
The tobacco tax �s lev�ed on c�garettes 
and tobacco products sold, �mported or 
transferred �nto Alaska. Tobacco taxes 
are collected pr�mar�ly from l�censed 
wholesalers and d�str�butors. There are 
two components to the tobacco tax: 
the c�garette tax and the other tobacco 
products tax.

The tax rate on c�garettes was �ncreased 
from $1.60 to $1.80 per pack on July 
1, 2006 and w�ll �ncrease to $2.00 per 
pack on July 1, 2007. Of the c�garette 
tax, $0.76 per pack �s depos�ted �nto the 
School Fund, and �s cons�dered restr�ct-
ed revenue. All c�garette and tobacco 

products l�cense fees are also depos�ted 
�n the School Fund. The rema�nder of 
the c�garette tax revenue �s depos�ted 
�nto the General Fund, w�th �ncremental 
revenues as a result of the July 1, 2006 
and July 1, 2007 tax rate �ncreases go�ng 
ent�rely to the General Fund (the $0.76 
per pack to the School Fund w�ll not 
change). Of the General Fund port�on, 
8.9% �s depos�ted �nto a subfund of the 
General Fund, the Tobacco Use Educa-
t�on and Cessat�on Fund, and �s treated 
as restr�cted �n th�s forecast.

The tax rate on other tobacco products–
such as c�gars and chew�ng tobacco–�s 
75% of the wholesale pr�ce and �s depos-
�ted ent�rely �n the General Fund.

Our c�garette tax forecasts assume that 
consumpt�on w�ll decl�ne on average 4% 
annually. We also expect some reduc-
t�on �n consumpt�on due to the effects 
of h�gher pr�ces caused by the July 1, 
2006 and July 1, 2007 tax �ncreases. 
Moderate �ncreases �n wholesale pr�ces 
and consumpt�on should help other 
tobacco products tax revenue cont�nue 
to �ncrease at the 10-year average rate of 
about 4% annually.

Vehicle Rental Tax
The veh�cle rental tax �s a 10% tax on 
passenger veh�cle rentals of 90 days or 
less, and a 3% tax on rentals of recre-
at�onal veh�cles for 90 days or less. The 
veh�cle rental tax prov�s�ons became 
effect�ve January 1, 2004.

We expect veh�cle rental tax revenue to 
�ncrease w�th the overall rate of �nflat�on 
as the value of rentals �ncreases.

Charges for Services
The charges for serv�ces category �n-
cludes fees and other program charges 
for state serv�ces. The revenues reported 
�n th�s category do not �nclude all 
charges for state serv�ces—just those that 
do not fit �nto other categor�es �n th�s 
report.
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serv�ces are small amounts that we have 
grouped �nto the broad categor�es “Gen-
eral Government,” “Natural Resources,” 
and “Other.” Revenue from these 
categor�es �s forecast as constant over the 
next two fiscal years. The largest cat-
egor�es of charges for serv�ces are l�sted 
separately and are d�scussed below.

Most of these rece�pts are cons�dered 
restr�cted revenue because they are 
returned to the program where they 
were generated. The only unrestr�cted 
revenues l�sted �n th�s category come 
from charges that do not have program 
rece�pt des�gnat�ons, or are not other-
w�se segregated and appropr�ated back 
to a program. Many of the charges for 

Figure 5-3. Other Tax, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Sales/Use tax

Alcohol�c beverage 17.6 17.8 18.2
Tobacco products – c�garettes (1) 26.4 32.1 36.2
Tobacco products – other 7.6 7.9 8.3
Electr�c & telephone cooperat�ve 0.2 0.2 0.2
Insurance prem�um 44.3 45.4 45.9
Motor fuel tax 42.0 42.9 43.4
T�re fee 1.6 1.7 1.7
Veh�cle rental 7.7 7.8 8.0
Subtotal 147.4 155.8 161.9

Corporate �ncome tax (non o�l and gas)(2) 137.6 135.7 128.7

F�sh Tax

F�sher�es bus�ness(3) 15.2 15.6 16.1
F�shery resource land�ng (3) 5.8 4.1 4.3
Subtotal 21.0 19.7 20.4

Other Tax

M�n�ng 18.6 34.3 31.5
Estate 0.6 0.0 0.0
Char�table gam�ng 2.4 2.4 2.4
Subtotal 21.6 36.7 33.9

Total Unrestricted Taxes 327.6 347.9 344.9

Marine Highway Fund
The Alaska Mar�ne H�ghway Fund �s 
a subfund of the General Fund and 
rece�ves revenue from state ferry system 
operat�ons. The leg�slature has d�scret�on 
over how the revenue �s allocated, but 
because �t �s customar�ly appropr�ated 
for Alaska Mar�ne H�ghway opera-
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Figure 5-3. Continued

H�story Forecast
Restricted FY 2006 FY 2007 FY 2008
Sales/Use tax

Alcohol�c beverage (alcohol & drug treatment) 17.6 17.8 18.2
Insurance prem�um/other (worker’s safety & compensat�on)(4) 7.6 7.8 8.1
Electr�c & telephone cooperat�ve (mun�c�pal share) 3.7 3.7 3.7
Tobacco – c�garettes (School Fund)(1) 27.4 25.8 24.4
Tobacco – c�garettes (Tobacco Use Cessat�on)(1) 2.7 3.1 3.5
Motor fuel tax-av�at�on (mun�c�pal share) 0.1 0.1 0.1
Subtotal 59.1 58.3 58.0

F�sh Tax

F�sher�es bus�ness (mun�c�pal share)(3) 17.1 17.0 17.5
F�shery resource land�ng (mun�c�pal share)(3) 5.7 5.5 5.7
Salmon enhancement (Aquaculture Assoc�at�on share) 4.4 3.9 4.0

Subtotal 27.2 26.4 27.2

Other Taxes & Fees

Commerc�al passenger vessel tax (state share) 0.0 0.0 9.0
Commerc�al passenger vessel tax (mun�c�pal & reg�on share) 0.0 0.0 34.6
Subtotal 0.0 0.0 43.6

Total Restricted Taxes 86.3 84.7 128.8

Grand Total 413.9 432.6 473.7

(1) The tobacco (c�garette) tax reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s F�scal Year 2006 Annual Re-
port because of t�m�ng �ssues. Some tax returns are not rece�ved and processed unt�l after the state account�ng system has closed, result�ng 
�n the�r be�ng counted �n the follow�ng fiscal year. 

(2) The amount of corporate  �ncome tax reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s FY 2006 Annual 
Report because of t�m�ng �ssues. A small amount of revenue was moved to th�s account after the close of the fiscal year. Th�s correct�on �s 
reflected �n the Annual Report, but �s not �ncluded here because �t �s not �ncluded �n the state account�ng system.

(3) The fisher�es taxes reported here d�ffer sl�ghtly from the amounts recorded �n the Tax D�v�s�on’s FY 2006 Report because of t�m�ng �s-
sues. Some tax returns are not rece�ved and processed unt�l after the state account�ng system has closed, result�ng �n the�r be�ng counted �n 
the follow�ng fiscal year.

(4) In add�t�on to the Worker’s Compensat�on �nsurance prem�ums for the Insurance Prem�um Tax, th�s amount also �ncludes serv�ces fees 
from employers who are self-�nsured.
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t�ons, �t �s cons�dered restr�cted for th�s 
forecast. Our forecast of rece�pts �s based 
on revenue expectat�ons �n the Alaska 
Mar�ne H�ghway System bus�ness plan.

Commercial Passenger  
Ranger Fee
The Commerc�al passenger ranger fee 
�s a per-berth fee of $4 that appl�es to 
commerc�al passenger vessels w�th 250 
or more berths. The fee �s lev�ed to 
support the Ocean Ranger program, 
wh�ch prov�des for �ndependent observ-
ers of eng�neer�ng, san�tat�on and health 
pract�ces aboard the vessels. Th�s fee was 

�mposed as part of Ballot Measure 2, 
passed by voters �n August 2006.  The 
measure �s covered �n more deta�l �n the 
“Taxes” sect�on of th�s forecast.

Program Receipts
Under AS 37.05.142 – 37.05.146, 
rece�pts from author�zed state programs 
are accounted for separately and ap-
propr�ated to adm�n�ster the source 
program, �mplement laws related to the 
program, or cover costs assoc�ated w�th 
collect�ng the rece�pts. Some programs 
w�th program rece�pt author�ty are not 
�ncluded �n our Charges for Serv�ces 
category because they are reported 

elsewhere �n th�s forecast or because they 
do not generate revenue ava�lable for 
general appropr�at�on. 

Our forecasts of program rece�pt rev-
enues are based on d�scuss�ons w�th the 
Governor’s Office of Management and 
Budget and analys�s of the most recent 
budget expectat�ons for these categor�es.

The program rece�pts l�sted �n th�s sec-
t�on are:

• Rece�pt supported serv�ces, wh�ch �n-
cludes state serv�ces such as P�oneers 
homes and occupat�onal l�cens�ng 
that are funded by program rece�pts. 
Certa�n seafood assessments are 

Figure 5-4. Charges for Services, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
General government 21.0 21.0 21.0
Natural resources 1.9 1.9 1.9
Other 0.2 0.2 0.2
Total Unrestricted 23.1 23.1 23.1

Restricted
General government 1.5 1.5 1.5
Natural resources 0.5 0.5 0.5
Mar�ne h�ghway rece�pts 51.0 54.7 54.7
Rece�pt supported serv�ces 106.8 96.7 96.7
Statutor�ly des�gnated 44.6 57.2 57.2
RCA rece�pts (1) 7.4 7.8 7.8
Test fisher�es rece�pts 2.0 2.5 2.5
T�mber sale rece�pts 0.7 1.1 1.1
O�l & gas conservat�on 4.3 5.7 5.7
DCCED bus�ness l�censes 6.2 8.1 8.1
Commerc�al passenger ranger fee 0 0 3.8
Total Restricted 225.0 235.8 239.6

Grand Total 248.1 258.9 262.7
(1) The rece�pt amount reported here d�ffers sl�ghtly from the amount recorded �n the Tax D�v�s�on’s FY 2006 Annual Report 
because of t�m�ng �ssues. Some amounts wh�ch should have been recorded �n the follow�ng fiscal year were recorded �n FY 
2006 �n the state account�ng system.
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Figure 5-5. Fines & Forfeitures, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
F�nes & forfe�tures 8.5 10.3 10.3
Total Unrestricted 8.5 10.3 10.3

Restricted
Tobacco Settlement (North Tobacco Secur�t�zat�on      
Corporat�on) 16.0 14.9 23.3

Tobacco Settlement (Tobacco Use Educat�on & Cessat�on 
Fund) 4.0 3.7 5.8

Other 1.0 1.5 1.5
Total Restricted 21.0 20.1 30.6

Grand Total 29.5 30.4 40.9

�ncluded �n th�s category.

• Statutor�ly des�gnated program 
rece�pts, wh�ch �ncludes money 
rece�ved from sources other than 
the state or federal government and 
restr�cted by the terms of a g�ft, grant, 
bequest or contract.

• Regulatory Comm�ss�on of Alaska 
(RCA) rece�pts, wh�ch are regulatory 
cost charges and user fees lev�ed on 
ut�l�t�es and p�pel�nes to fund costs of 
regulat�on.

• Test fisher�es rece�pts, generated by 
the Department of F�sh and game 
from sell�ng fish caught dur�ng the 
process of test�ng the commerc�al�ty 
of fisher�es.

• T�mber sale rece�pts, wh�ch are used 
to fund the t�mber d�sposal program 
of the Department of Natural Re-
sources.

• O�l and Gas Conservat�on Com-
m�ss�on rece�pts, wh�ch are fees and 
charges for regulat�on of o�l and gas 
wells and p�pel�nes.

• Bus�ness l�cense fees collected by the 

Department of Commerce, Commu-
n�ty and Econom�c Development.

Fines and Forfeitures
F�nes and forfe�tures �nclude c�v�l and 
cr�m�nal fines and forfe�tures and money 
rece�ved by the state from the settle-
ment of c�v�l lawsu�ts. The largest s�ngle 
source of rece�pts under th�s category �s 
from the mult�-state tobacco settlement. 
Other sources are volat�le from year 
to year and are forecast based on the 
h�stor�cal five-year average. 

Tobacco Settlement
The tobacco settlement was s�gned by 46 
states (�nclud�ng Alaska) �n November 
1998 and d�ctates annual payments to 
each of the states. All tobacco settlement 
revenue �s cons�dered restr�cted for pur-
poses of th�s forecast. E�ghty percent of 
the revenue stream �s earmarked for the 
Northern Tobacco Secur�t�zat�on Corpo-
rat�on for payments on bonds that were 
sold based on the future revenue stream. 
The rema�n�ng 20% of the revenue �s 
depos�ted �nto the Tobacco Use Educa-
t�on and Cessat�on Fund, a subfund of 

the General Fund. 

The tobacco settlement �ncludes a “non-
part�c�pat�ng manufacturer adjustment” 
prov�s�on that allows for a reduct�on �n 
payments to the settl�ng states �f an arb�-
trator determ�nes that: (a) the Or�g�nal 
Part�c�pat�ng Manufacturers lose a spec�-
fied amount of market share to Non-
Part�c�pat�ng Manufacturers (NPM) �n 
a calendar year; (b) the d�sadvantages 
exper�enced as a result of the settlement 
were a s�gn�ficant factor contr�but�ng to 
th�s market share loss; and (c) a settl�ng 
state d�d not have �n effect and d�l�gently 
enforce a Qual�fy�ng Statute dur�ng that 
calendar year. Alaska’s tobacco settle-
ment payment was reduced under th�s 
prov�s�on �n FY 2006. The State plans 
to l�t�gate th�s �ssue and expects that the 
payment reduct�on w�ll be returned to 
the state at the conclus�on of the l�t�ga-
t�on. Our forecasts for FY 2007 and FY 
2008 �nclude reduct�ons of $4.1 m�ll�on 
and $4.4 m�ll�on, respect�vely, for th�s 
NPM adjustment.

 Tobacco settlement payments are based 
on a complex formula that takes �nto ac-
count several factors �nclud�ng decl�nes 
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Figure 5-6. Licenses & Permits, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Alcohol�c beverage l�censes 1.0 1.1 1.1
Motor veh�cles 37.7 39.8 40.6
Other fees 3.2 3.2 3.2
Total Unrestricted 41.9 44.1 44.9

Restricted

Hunt�ng & fish�ng

Hunt�ng & fish�ng fees (fish & game fund) 25.8 32.3 32.7
Sanctuary fees (fish & game fund) 0.3 0.3 0.3

Hunt�ng & fish�ng subtotal 26.1 32.6 33.0

Other fees 3.6 3.6 3.6
Alcohol�c beverage l�cense share 0.9 0.9 0.9
Other fees subtotal 4.5 4.5 4.5

Total Restricted 30.6 37.1 37.5

Grand Total 72.5 81.2 82.4

�n c�garette consumpt�on and �nflat�on. 
In our forecast, we expect that c�garette 
consumpt�on w�ll decl�ne at an annual 
rate of 4% and �nflat�on w�ll be 2.75%. 
In FY 2008, payments w�ll �ncrease be-
cause Alaska w�ll rece�ve the first of ten 
�ncremental payments that compensate 
for our expenses �n execut�ng the l�t�ga-
t�on that led to the tobacco settlement. 
Our forecast assumes that payments w�ll 
cont�nue to be reduced by the non-
part�c�pat�ng manufacturer adjustment 
descr�bed above. 

Licenses and Permits
L�censes and perm�ts represent govern-
ment revenue der�ved from charges for 
part�c�pat�ng �n act�v�t�es regulated by the 
state. The major�ty of the rece�pts under 
th�s category are from motor veh�cle reg-
�strat�on and fish�ng and hunt�ng l�cense 
fees. Alcohol�c beverage l�cense fees are 

also separately l�sted. There are several 
other small l�cense and perm�t fees wh�ch 
are forecast as constant �n com�ng years; 
these are summar�zed �n the “Other fees” 
category.

Alcoholic Beverage Licenses
Alcohol�c beverage l�censes are requ�red 
to manufacture or sell alcohol�c bever-
ages �n Alaska. L�censes are �ssued by the 
Alcohol�c Beverage Control Board and 
revenue �s depos�ted �nto the General 
Fund. All of the revenue from b�enn�al 
l�cense fees collected w�th�n mun�c�pal�-
t�es, exclud�ng annual wholesale fees and 
b�enn�al wholesale l�cense fees, �s shared 
w�th the mun�c�pal�t�es and �s treated as 
restr�cted for purposes of th�s forecast. 
The number of alcohol�c beverage l�-
censes �ssued �n a mun�c�pal�ty �s d�ctated 
by populat�on, so any changes �n revenue 
should be small.

Fishing and Hunting             
License Fees
F�sh�ng and hunt�ng l�censes are �ssued 
by the Department of F�sh and Game for 
part�c�pat�on �n var�ous fish�ng, hunt�ng 
and related act�v�t�es. The major�ty of 
these fees are appropr�ated to a spec�al 
revenue fund called the F�sh and Game 
Fund. Money �n the fund may only be 
spent for fish and game management 
purposes. Beg�nn�ng w�th 2006 l�censes, 
a surcharge �s �n effect on certa�n sport 
fish�ng l�censes w�th the revenue fund�ng 
new sport fish�ng fac�l�t�es �n the state. 
Our forecast for fish�ng and hunt�ng l�-
cense fee revenue �s based on expectat�ons 
of the Department of F�sh and Game.

Motor Vehicle                      
Registration Fees
Motor veh�cle reg�strat�on fees are col-
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Figure 5-7. Rents & Royalties, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Land leas�ng, rental & sale 7.4 7.9 7.9
Coal royalt�es 1.1 1.2 1.3
Cab�n rentals 0.3 0.3 0.3
Total Unrestricted 8.8 9.4 9.5

Restricted
Land leas�ng, rental & sale 5.5 5.5 5.5
Coal royalt�es 0.4 0.4 0.4
Total Restricted 5.9 5.9 5.9

Grand Total 14.7 15.3 15.4

lected by the D�v�s�on of Motor Veh�cles 
w�th�n the Department of Adm�n�stra-
t�on. Most are cons�dered unrestr�cted 
l�cense and perm�t revenue; however, 
some reg�strat�on fees are cons�dered 
restr�cted rece�pt supported serv�ces and 
are reflected �n the Charges for Serv�ces 
sect�on of th�s forecast. Our forecast for 
motor veh�cle reg�strat�on fee revenue �s 
based on the expectat�ons of the D�v�s�on 
of Motor Veh�cles.

Rents and Royalties
Rents and royalt�es from sources other 
than o�l and gas fall �nto three catego-
r�es: cab�n rentals, coal royalt�es and 
leas�ng, rental and sale of state land. 

All rents and royalt�es from o�l and gas 
are reported �n the O�l Revenue sect�on 
of th�s forecast.

Cabin Rentals
The Department of Natural Resources 
operates over 50 publ�c use cab�ns �n 
Alaska’s state parks and elsewhere. Rental 
and other fees generated from these 
cab�ns are depos�ted �n the General Fund. 

Revenue should rema�n steady unless 
there are s�gn�ficant changes �n fees or 
cab�n usage.

Coal Royalties
As w�th o�l and gas product�on, the state 
earns revenue from coal product�on that 
occurs on state lands leased for explo-
rat�on and development. As the land 
owner, the state earns revenue from leas-
�ng as: (1) upfront bonuses, (2) annual 
rent charges and (3) as a reta�ned royalty 
�nterest �n coal product�on. 

Of the total revenue rece�ved from coal 
royalt�es, 74.5% �s depos�ted �nto the 
General Fund, 25% �s depos�ted �nto 
the Permanent Fund and the rema�n�ng 
0.5% goes to the School Fund. The Per-
manent Fund and School Fund port�ons 
are treated as restr�cted �n th�s forecast.

Our project�on of coal royalt�es �s 
produced by est�mat�ng the future value 
of coal product�on �n Alaska. The value 
�s est�mated based on 2005 product�on 
levels and coal pr�ce forecasts from the 
Energy Informat�on Agency.

Land Leasing, Rental and Sale
The State rece�ves revenue from the 
leas�ng, rental and sale or state land. All 
of these revenues are depos�ted �nto the 
General Fund, but some go to subfunds 
of the General Fund and are treated as 
restr�cted for purposes of th�s forecast. 
Revenues cons�st of many small compo-
nents and are volat�le from year for year; 
therefore our forecast �s based on e�ther 
FY 2006 rece�pts (for restr�cted rece�pts) 
or the five-year average (for unrestr�cted 
rece�pts).

Other
Th�s category �ncludes uncla�med prop-
erty transfers, transfers to the state from 
component organ�zat�ons and m�scella-
neous revenues. M�scellaneous revenues, 
wh�ch �nclude contr�but�ons to the 
state and other revenues, are d�fficult to 
pred�ct and are projected at the five-
year average. Uncla�med property and 
transfers from component organ�zat�ons 
are d�scussed below.
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Unclaimed Property
Alaska’s Uncla�med Property statutes 
requ�re bus�nesses and corporat�ons to 
report uncla�med �ntang�ble property 
to the state. Property �s reportable �f 
an owner cannot be located, the owner 
has not cashed a property check, or an 
account has not had any owner-�n�t�ated 
act�v�ty for at least three years. Un-
cla�med property may �nclude check�ng 
accounts, customer depos�ts and over 
payments, g�ft cert�ficates, unpa�d wages, 
and secur�ty related accounts. The state 
holds the property �n trust unt�l the 
owner or h�s or her legal he�r cla�ms �t. 
Each year, the uncla�med property trust 
account �s evaluated and the excess of 
the work�ng trust balance �s transferred 
to the general fund.

No transfer was made dur�ng FY 2005; 
as a result, a larger than normal transfer 

was made �n FY 2006. We ant�c�pate 
transfers w�ll fall to $4.0 m�ll�on per year 
by FY 2008 due to earl�er contact w�th 
property owners and greater effort by 
compan�es to locate property owners.

Transfers from Component 
Organizations
Each year, the state rece�ves money �n 
the form of transfers from component 
organ�zat�ons, such as the Alaska Hous-
�ng F�nance Corporat�on, frequently 
�n the form of d�v�dends. Component 
organ�zat�ons are covered �n more deta�l 
�n the Publ�c Corporat�ons & the Un�-
vers�ty of Alaska sect�on of th�s forecast. 
Some component organ�zat�ons do not 
make transfers to the state, and as a 
result not all component organ�zat�ons 
are l�sted here.

Actual transfers for FY 2006 are reflect-
ed �n draft tables from the Comprehen-
s�ve Annual F�nanc�al Report. Forecasts 
for FY 2007 and FY 2008 transfers are 
based on d�scuss�ons w�th the Gover-
nor’s Office of Management and Budget 
and analys�s of the most recent budget 
expectat�ons for these categor�es. 

Transfers from component organ�za-
t�ons presented here may d�ffer from 
those presented �n the Publ�c Corpora-
t�ons & Un�vers�ty of Alaska sect�on 
for two reasons. F�rst, the amounts 
presented here accounts d�fferently for 
certa�n funds pa�d over t�me for mult�-
year cap�tal projects. Second, amounts 
presented here do �nclude certa�n funds 
that are transferred to the state and then 
appropr�ated to the component un�t for 
operat�ons.

Figure 5-8. Other Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
M�scellaneous 30.6 16.5 16.5
Uncla�med property 10.0 5.5 4.0
Total Unrestricted 40.6 22.0 20.5

Restricted
Alaska Hous�ng F�nance Corporat�on 50.4 48.7 73.5
Alaska Industr�al Development & Export Author�ty 8.8 16.6 10.0
Alaska Mun�c�pal Bond Bank Author�ty 0.7 1.0 1.0
Alaska Student Loan Corporat�on 44.0 1.9 60.0
Alaska Energy Author�ty -- -- --
M�scellaneous (1) 52.8 32.2 32.2
Total Restricted 156.7 100.4 176.7

Grand Total 197.3 122.4 197.2
(1) Revenue shown under account codes for “other” or “contr�but�ons” �n the Alaska State Account�ng System for General Fund subfunds 
and spec�al revenue funds.
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6. Federal Revenue

Figure 6-1. FY 2006 federal revenue $2.0 billion

Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment) $1.0 b�ll�on

O�l $4.4 b�ll�on

Restr�cted $2.0 b�ll�on
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The federal government cont�nues 
to play a s�gn�ficant role �n Alaska’s 
economy. In Federal F�scal Year (FFY) 
2004 (the most recent data ava�lable) 
the federal government spent $8.4 b�l-
l�on �n Alaska.(1) The major�ty of that 
spend�ng came from the act�v�t�es of 
var�ous federal agenc�es, part was �n the 
form of grants to state and mun�c�pal 
governments, and st�ll another part 
came �n payments to �nd�v�duals. 

In FFY 2004, Alaska taxpayers rece�ved 
$1.87 for every dollar pa�d �n federal 
taxes.(2) On a per cap�ta bas�s, more 
federal money �s spent �n Alaska than 
�n any other state (see F�gure 6-3). 
For FFY 2004, federal expend�tures �n 
Alaska �ncreased by 5.2% from FFY 
2003.

Among federal agenc�es, the Depart-
ment of Defense spends the most �n 
Alaska, followed by the Department of 
Health and Human Serv�ces. Together, 
these two departments account for 
nearly half (48%) of all federal spend-
�ng �n the state. Not surpr�s�ngly, a 

large port�on of federal money flows 
�nto Alaska through salar�es of federal 
employees. However, 38% of all federal 
spend�ng comes �n the form of grants, 
mostly to state and mun�c�pal govern-
ments, and to nonprofit organ�zat�ons.

In FY 2006, the State of Alaska re-
ce�ved and spent $2 b�ll�on �n federal 
funds. Th�s Federal fund�ng �s generally 
restr�cted to spec�fic uses such as road 
�mprovements, Med�ca�d payments and 
a�d to schools. Potent�al changes to fed-
eral law, d�ffer�ng federal and state fiscal 
years and vary�ng numbers of el�g�ble 
Alaskans �n certa�n programs make 
forecast�ng federal revenue d�fficult. 
The est�mates we present for FY 2007 
and FY 2008 are from the Office of 
Management and Budget and are based 
on state agency project�ons of potent�al 
federal revenues.

It �s �mportant to note that the state 
rout�nely budgets for federal funds 
�n excess of expected allotments. The 
leg�slature author�zes state agenc�es 
to rece�ve and spend the max�mum 

that federally funded programs m�ght 
rece�ve, wh�le the actual appropr�at�on 
amounts are generally less. In add�-
t�on, some of the fund�ng granted for 
mult�-year cap�tal projects �s rece�ved 
and spent �n years follow�ng the one 
�n wh�ch the money �s procured. All 
federal funds, whether spent �n the op-
erat�ng or cap�tal budget, are restr�cted 
by leg�slat�ve appropr�at�on to spec�fic 
uses.

For FY 2007, the state �s budgeted to 
rece�ve $3 b�ll�on �n federal rece�pts. 
State-match�ng money �s requ�red for 
most federal fund�ng. The budgeted 
state match and the top three bud-
geted categor�es for federal spend�ng 
�n Alaska for FY 2007 are �ncluded �n 
F�gure 6-3. FY 2008 �s �dent�cal to FY 
2007, as the state’s budget for that year 
�s not yet developed.

Figure 6-2. Total Federal Revenue to the State, FY 2006 and Forecasted FY 2007-2008 ($ million)

      H�story Forecast

FY 2006 FY 2007 FY 2008

Unrestricted
Federal rece�pts 0.0 0.0 0.0

Restricted
Federal rece�pts 1,971.5 3,048.5 3,048.5

Total 1,971.5 3,048.5 3,048.5

(1) U.S. Census Bureau Consol�dated Federal Funds Report for FY 2004, U.S. Department of Commerce, Wash�ngton, D.C. 20233, 

http://harvester.census.gov/cffr/asp/Reports.asp.

(2) Tax Foundat�on’s “Federal Spend�ng �n Each State per Dollar of Federal Taxes,” http://www.taxfoundat�on.org/tax�ngspend�ng.html.



Fall 2006 Revenue Sources Book · 59

Fall 2006 Revenue Sources Book

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

D
ol

la
rs

By Distributing

Agency

By Appropriation

Category
$ M�ll�on Percent $ M�ll�on Percent

Defense 2,521.6 30% Grants 3,216.9 38%

Health & Human Serv�ces 1,571.1 19% Salar�es & Wages 1,728.4 20%

Soc�al Secur�ty 665.9 8% Procurement 1,699.7 20%

Other Agenc�es 3,686.9 44% Ret�rement & D�sab�l�t�y 1,135.3 13%

Other D�rect Payments 665.0 8%

   Total 8,445.4 100%    Total 8,445.3 100%

Figure 6-4. Total Federal Spending in Alaska, FFY 2004

Figure 6-3. FFY 2004 Federal Spending per Capita, Top Six States

Alaska V�rg�n�a Maryland New Mex�co Hawa�� North Dakota U.S. Average
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Figure 6-5. Federal Spending, FY 2007-2008 ($ million)

Budgeted Budgeted

FY 2007 FY 2008

State Match Requirement
Operat�ng Budget (1) 347.8 347.8
Cap�tal Budget (1) 96.1 96.1
Total 443.9 443.9

Top Spending Categories
Transportat�on Projects (1) 1,040.5 1,040.5
Med�ca�d (1) 806.1 806.3
Educat�on (K-12, Un�vers�ty of Alaska) (1) 363.9 363.9

(1) FY 2008 is identical to the FY 2007 because the Fiscal 2008 budget has not yet been developed.
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7. Investment Revenue

Figure 7-1. FY 2006 Investment Revenue $3.2 billion

Investment $3.2 b�ll�on

Federal $2.0 b�ll�on

Other (except federal & �nvestment) $1.0 b�ll�on

O�l $4.4 b�ll�on
Restr�cted $3.2 b�ll�on

Unrestr�cted 0.1 b�ll�on
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Investment Forecast

To forecast �nvestment revenue for 
the current fiscal year—FY 2007—we 
comb�ne actual performance through 
September 30, 2006, w�th a projec-
t�on for the rema�nder of the year. 
Forecasts and est�mated cap�tal market 
med�an returns are based on �nforma-
t�on suppl�ed by the state’s �nvestment 
consultant, Callan Assoc�ates Inc., and 
�ts five-year cap�tal market est�mated 
returns. 

Figure 7-2. Total Investment Revenue, FY 2006 and Forecasted FY 2007-2008(1) ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Investments 51.9 122.6 99.3
Interest pa�d by others 1.4 1.4 1.4
Total unrestricted 53.3 124.0 100.7

Restricted
Investments 14.4 37.9 29.1
Const�tut�onal budget reserve fund 73.3 176.1 176.5
Other treasury managed funds 13.4 22.3 23.0
Alaska Permanent Fund 3,072.3 2,512.5 2,673.9
Total restricted 3,173.3 2,748.8 2,902.5

Total 3,226.7 2,872.8 3,003.2
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Unrestricted              
Investment Revenue
Unrestr�cted �nvestment revenue �s 
earned on the General Fund non-seg-
regated �nvestments managed by the 
Treasury D�v�s�on. Interest Pa�d by 
Others �s �nterest rece�ved by the state 

Figure 7-3. Callan Associates Inc.’s Five-Year Capital Market Estimated Returns

Asset Class Benchmark for Asset Class %/Year Median 
Expected Return

%/Year Expected 
Risk

Equ�t�es

U.S. broad Callan & Assoc�ates Inc. (CAI) Broad 9.00% 16.90%

U.S. large cap Standard & Poors (S&P) 500 8.85% 16.40%

U.S. small cap CAI small 9.85% 22.70%

Internat�onal Equ�ty Morgan Stanley Cap�tal �nternat�onal 
EAFE

9.20% 20.10%

F�xed Income

Domest�c broad market Lehman Brothers Aggregate 5.00% 4.50%

Domest�c short term 
(cash equ�valent)

Three-month U.S. Treasury B�ll 4.00% 0.80%

Domest�c �ntermed�ate Merr�ll Lynch 1- to 5-year government 4.50% 3.30%

Internat�onal Salomon Brothers non-U.S. Govern-
ment

4.90% 9.60%

Other

Real estate CRES 7.60% 16.50%

Inflat�on CPI-U 2.75% 1.40%

(1) The cont�nued volat�l�ty �n the world’s financ�al markets makes focus on the “Expected R�sk” column (far r�ght �n the table above) part�cularly 
appropr�ate. The numbers �n the Expected R�sk column represent a stat�st�cal measure called standard dev�at�on, wh�ch �s the most commonly used 
measure of r�sk �n the �nvestment world. The standard dev�at�on �s a measure of the d�spers�on of data around �ts mean. The analyst can use th�s measure 
of d�spers�on to prov�de a range of poss�ble outcomes at any des�red level of confidence. In the data �n th�s table, the level of confidence �s set at 67% 
or one standard dev�at�on. A h�gher level of confidence would requ�re a broader range. For example, Callan est�mates an average annual return for the 
domest�c broad market fixed-�ncome asset class of 5% and an expected r�sk for that asset class of 4.5%. That means Callan �s forecast�ng that two-th�rds 
of the t�me the annual return for the domest�c broad fixed-�ncome asset class w�ll fall between 0.5% (the med�an expected average annual return of 5% 
m�nus the expected r�sk of 4.5%) and 9.5% (the med�an expected return plus the expected r�sk).  A pred�ct�on at 95% confidence would run from -4% 
to 14%, too broad a range to be useful. 
 
The probab�l�ty that a part�cular asset class or portfol�o w�ll have a negat�ve return over a g�ven per�od of t�me �s another way to reflect the r�sk�ness of 
that asset class or portfol�o.

other than on �ts �nvestments. O�l and 
gas royalty �nterest �s �ncluded �n Gen-
eral Fund unrestr�cted o�l revenue.
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Figure 7-4. Unrestricted Investment Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Investments 51.9 122.6 99.3
Interest pa�d by others 1.4 1.4 1.4

Total 53.3 124.0 100.7

Figure 7-5. Investment Revenue Summary, FY 2006 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocat�on Performance Benchmark
Short-term, F�xed-�ncome pool 36% Three-month U.S. Treasury B�ll
Intermed�ate-term, fixed-�ncome pool 64% Merr�ll Lynch 1- to 5-year govern-

ment �ndex

Investment balance Sept. 30, 2006 $3,072.0 m�ll�on
Projected annual rate of return 4.32%
Probab�l�ty of negat�ve return over 1 year 2.52%

Actual total �nvestment �ncome FY 2005 $  36.9 m�ll�on
Actual total �nvestment �ncome FY 2006  66.3 m�ll�on
Projected total �nvestment �ncome FY 2007  160.5 m�ll�on

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Investment revenue unrestr�cted 51.9 122.6 99.3
Investment revenue restr�cted(1) 14.4 37.9 29.1

Total 66.3 160.5 128.4

(1) Includes subfunds of the General Fund.
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Restricted Investment 
Revenue

Restr�cted �nvestment revenue cons�sts 
of earn�ngs from governmental funds, 
the CBRF, other Treasury-managed 
governmental funds and the Alaska 
Permanent Fund.

Figure 7-6. Restricted Investment Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

H�story Forecast
Restricted FY 2006 FY 2007 FY 2008
Investments 14.4 37.9 29.1
Const�tut�onal budget reserve fund 73.3 176.1 176.5
Other treasury managed funds 13.4 22.3 23.0
Alaska Permanent Fund (1) 3,072.3 2,512.5 2,673.9

Total 3,173.3 2,748.8 2,902.5

(1) Annual unreal�zed and real�zed earn�ngs from Permanent Fund F�gure 7-11 (page 69).
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Figure 7-7. Constitutional Budget Reserve Fund Cash Flows Investment Revenue Summary, FY 2006 and Forecasted 
FY 2007-2008

Asset Allocation Regular Account
Treasury Pool Percent Allocat�on Performance Benchmark
Short-term, F�xed-�ncome pool 8% Three-month U.S. Treasury B�ll
Intermed�ate-term, fixed-�ncome pool 72% Merr�ll Lynch 1- to 5-year government �ndex
Broad market fixed-�ncome pool 20% Lehman Brothers aggregate bond �ndex

Regular balance Sept. 30, 2006 $1,898.9 m�ll�on
Projected annual rate of return 4.56%
Probab�l�ty of negat�ve return over 1 year 8.00%

Asset Allocation Special Subaccount

Treasury Pool Percent Allocat�on Performance Benchmark
Broad market fixed-�ncome pool 39% Lehman Brothers aggregate bond �ndex
Domest�c equ�ty pool 44% Russell 3000 Index
Internat�onal equ�ty pool 17% MSCI EAFE Index

Spec�al subaccount balance Sept. 30, 2006 512.4 m�ll�on
Projected annual rate of return 7.49%
Probab�l�ty of negat�ve return over 1 year 24.35%

Total Investment Income H�story Forecast

FY 2006 FY 2007 FY 2008
Regular account 34.4 126.8 134.5
Spec�al Subaccount 38.9 49.3 42.0

Total 73.3 176.1 176.5
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Figure 7-8. Constitutional Budget Reserve Fund Cash Flows, FY 2006 and Forecasted FY 2007-2008

H�story(3) Forecast

FY 2006 FY 2007 FY 2008
Beg�nn�ng cash balance CBRF 2,235.7 2,267.1 3,302.7

Beg�nn�ng ma�n account balance 1,782.0 1,774.6 2,760.9
Earn�ngs on ma�n account balance (1) 34.4 126.8 134.5
Petroleum tax, royalty settlements (2) 43.7 90.0 20.0
Loan to GF (pr�or year) (187.9) 0.0 0.0
GF surplus moved to CBRF 102.4 769.5 263.1
End�ng ma�n account balance 1,774.6 2,760.9 3,178.5

Beg�nn�ng spec�al subaccount balance 453.6 492.5 541.8
Earn�ngs on spec�al subaccount balance (1) 38.9 49.3 42.0
Loan to GF from spec�al subaccount 0.0 0.0 0.0
End�ng spec�al subaccount balance 492.5 541.8 583.8

Total CBRF balance 2,267.1 3,302.7 3,762.3

(1) The earn�ngs est�mate for the ma�n account �s 4.558% and the earn�ngs est�mate for the spec�al subaccount �s 7.486%. These projec-
t�ons are based on 2006 Callan’s cap�tal market assumpt�ons and Department of Revenue, Treasury D�v�s�on’s asset allocat�on. 

(2) Settlement est�mates are prov�ded by the Department of Revenue and Department of Law, net of annual Federal M�nerals Manage-
ment Serv�ce payments.

(3) Approx�mately $5.1 b�ll�on has been borrowed from the CBRF by the General Fund, s�nce the �ncept�on of the CBRF.
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Figure 7-9. Public School Trust Investment Revenue Summary, FY 2006 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocat�on Performance Benchmark
Broad market fixed-�ncome pool 55% Lehman Brothers aggregate �ndex
Domest�c equ�ty pool 45% Russell 3000 Index

Publ�c school fund balance Sept. 30, 2006 $347.2 m�ll�on
Projected annual rate of return 6.8%
Probab�l�ty of negat�ve return over 1 year 21.3%

Total Investment Income & Distributable 
Income ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Publ�c school trust total �nvestment �ncome 13.0 22.0 22.7
Publ�c school trust d�str�butable �ncome 12.3 12.0 12.4
Total 25.3 34.0 35.1

Figure 7-10. Alaska Children’s Trust Investment Revenue Summary, FY 2006 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocat�on Performance Benchmark
Broad market fixed-�ncome pool 20% Lehman Brothers aggregate �ndex
Internat�onal equ�ty pool 22% Morgan Stanley Cap�tal Internat�onal (EAFE)
Domest�c equ�ty pool 58% Russell 3000 Index

Alaska ch�ldren’s fund balance Sept. 30, 2006 $11.4 m�ll�on
Projected annual rate of return 8.25%
Probab�l�ty of negat�ve return over 1 year 27.19%

Total Investment Income & Distributable 
Income ($ million)

H�story Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Alaska ch�ldren’s trust total �nvestment �ncome 0.4 0.9 0.9
Alaska ch�ldren’s trust d�str�butable �ncome 0.4 0.3 0.3
Total .8 1.2 1.2
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Figure 7-11. Permanent Fund Managed by the Permanent Fund Corporation, FY 2006 and Forecasted FY 
2007-2008(1)  ($ million)

H�story Forecast
Reserved Assets — Principal FY 2006 FY 2007 FY 2008
Total reserved assets – beg�nn�ng balance 28,521.8 30,325.3 31.977.3

Contr�but�ons & appropr�at�ons

Contr�but�ons & appropr�at�ons – beg�nn�ng balance 24,647.2 26,104.2 27,354.9
Ded�cated petroleum revenue 601.1 518.6 447.8
Inflat�on proofing transfer from real�zed earn�ngs (2) 855.9 732.1 764.6
Depos�ts to pr�nc�pal and settlement earn�ngs 0.0 0.0 0.0
Subtotal contr�but�ons & appropr�at�ons 26,104.2 27,354.9 28,567.3

Unreal�zed apprec�at�on/deprec�at�on

Apprec�at�on/deprec�at�on – beg�nn�ng balance 3,874.0 4,221.1 4,642.3
Annual unreal�zed ga�n/loss 347.1 421.2 447.8
Subtotal unreal�zed apprec�at�on/deprec�at�on 4,221.1 4,642.3 5,090.1

Total reserved assets – end�ng balance 30,325.3 31,977.3 33,657.5
Realized Earnings Account
Real�zed earn�ngs account – beg�nn�ng balance 1,439.9 2,584.8 3,038.1
Annual real�zed earn�ngs 2,726.2 2,091.3 2,226.1
D�v�dend payment to State of Alaska (3) (688.6) (878.3) (1,072.0)
Inflat�on proofing transfer to reserved assets (855.9) (732.1) (764.6)
Other transfers to reserved assets 0.0 0.0 0.0
Other appropr�at�ons out of fund (36.7) (27.6) (27.6)
Real�zed earn�ngs account – end�ng balance 2,584.8 3,038.1 3,400.1

Market Value – Total Fund Invested Assets Value
Contr�but�ons & appropr�at�ons – end-of-year balance 26,104.2 27,354.9 28,567.3
Unreal�zed apprec�at�on/deprec�at�on end-of-year balance 4,221.1 4,642.3 5,090.1
Real�zed earn�ngs end-of-year balance (statutory earn�ngs) 2,584.8 3,038.1 3,400.1
Fund balance (market value) end-of-year balance 32,910.1 35,035.3 37,057.5
Total Reported Earnings
Annual unreal�zed ga�n/loss 347.1 421.2 447.8
Annual real�zed earn�ngs 2,726.2 2,091.3 2,226.1
Reported earn�ngs 3,072.3 2,512.5 2,673.9

(1) Data projected us�ng 10/31/2005 financ�al statements and fall 2006 revenue forecast. Callan 2006 cap�tal market assumpt�ons 
results �n 7.61% med�an expected total return for FY 2007, FY 2008 and FY 2009. (2) Inflat�on proofing �s requ�red by statute, 
AS 37.13.125(c) and �s calculated by the staff of the Permanent Fund. The �nflat�on rate used for FY 2006 �s 3.39%; Callan 
Assoc�ates Inc.’s �nflat�on rate of 2.75% was used to project �nflat�on proofing for FY 2007 and 2008. (3) The Permanent Fund 
d�v�dend payment �s recorded as a l�ab�l�ty at fiscal year end and �s pa�d out the follow�ng month.
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8. State Endowment Funds

Th�s sect�on of the revenue forecast 
compares �mportant attr�butes of s�x 
endowment funds. The Un�vers�ty 
of Alaska endowment �s �ncluded �n 
th�s compar�son because �t �s one of 
Alaska’s publ�c endowment funds that 
uses the annual d�str�but�on calculat�on 
method typ�cal of the vast major�ty of 
endowments �n the Un�ted States and 
Canada.(1)

The fiduc�ary for each of these endow-
ment funds has the respons�b�l�ty for 
establ�sh�ng an asset-allocat�on pol�cy 
for the fund. F�gure 8-1 on the next 
page compares the asset-allocat�on pol�-
c�es for these endowments.

Under the standards adopted by the 
Governmental Account�ng Standards 
Board (GASB), publ�c funds calculate 
and report the�r �ncome by recogn�z-

�ng changes �n the value of secur�t�es 
as �ncome, or losses, as they occur at 
the end of each trad�ng day. They do 
th�s regardless of whether the secur�-
t�es are actually sold and the �ncome, 
or losses, are taken or real�zed. All 
s�x of these endowments report an-
nual �ncome on th�s bas�s. However, 
as reflected �n F�gure 8-2 on the next 
page, four of them—two of the funds 
adm�n�stered by the Alaska Permanent 
Fund Corporat�on (Alaska Permanent 
Fund and Mental Health Trust Fund), 
and the Publ�c School Trust and Alaska 
Ch�ldren’s Trust—use other measures 
of annual �ncome for determ�n�ng the�r 
d�str�but�ons.

In determ�n�ng the amount of �ncome 
ava�lable for d�str�but�on each year for 

the two funds managed by the Alaska 
Permanent Fund Corporat�on, ga�ns or 
losses on �nd�v�dual �nvestments are not 
recogn�zed unt�l the �nvestment �s sold. 
For calculat�ng d�str�butable �ncome for 
the Publ�c School Trust and the Alaska 
Ch�ldren’s Trust, only �nterest earned 
and d�v�dends rece�ved are treated as 
�ncome. Ga�ns and losses �n the value 
of �nd�v�dual �nvestments are never rec-
ogn�zed as �ncome. By law, those ga�ns 
and losses rema�n w�th the pr�nc�pal of 
the fund.

(1) The predom�nant pract�ce, mak�ng annual d�str�but�ons of 4% to 5% of the market value of the endowment, developed follow�ng a 1968 Ford Foun-
dat�on study. See The Ford Foundat�on Manag�ng Educat�onal Endowments (New York, New York; 1968). 
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Figure 8-1. Target Asset Allocation—State Endowment Funds

Cash U.S. 
Bonds

International 
Bonds

U.S.   
Equities

International 
Equities

Real 
Estate

Alternative      
Investments Total

Alaska Permanent Fund 0 25 4 34 19 10 8 100

Mental Health Trust 0 25 4 34 19 10 8 100

Publ�c School Trust 0 55 0 45 0 0 0 100

Alaska Ch�ldren’s Trust 0 20 0 58 22 0 0 100

Power cost equal�zat�on 0 35 0 47 18 0 0 100
Un�vers�ty of Alaska 

endowment 3 17.5 0 32 15 8.5 24 100

Figure 8-2. Calculation of Annual Income—State Endowment Funds
	 	   

Alaska Permanent Fund
	

Mental Health Trust	

Public School Trust	

Alaska Children’s Trust	

Power Cost Equalization	Endowment	

University of Alaska Endowment

  Financial Reporting
       of Income
	
GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

     
   Distributable Income	

Interest	earnings	+	dividends	paid
+	gains	and	losses	on	investments
actually	sold

Interest	earnings	+	dividends	paid
+	gains	and	losses	on	investments
actually	sold

Interest	earnings	+	dividends	paid;	
gains	and	losses	on	value	of	securities	
are	never	income,	they	become	part	
of	principal

Interest	earnings	+	dividends	paid;	
gains	and	losses	on	value	of	securities	
are	never	income,	they	become	part	
of	principal

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)

GASB	(recognize	gains	and	losses	
based	on	change	in	market	value)
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Figure 8-3. Distributable Income Determination—State Endowment Funds
	 	   

Alaska Permanent Fund	

Mental Health Trust	

Public School Trust

Alaska Children’s Trust	

Power Cost Equalization	Endowment	

University of Alaska Endowment 

The	annual	distribution	for	the	Permanent Fund Dividend follows the formula in AS 37.13.140-.150, which specifies 
that 10.5% of the past five years’ total realized income shall be paid out as dividends but also sets the limitation that 
the annual distribution may never exceed 50% of the balance in the fund’s Realized Earning Account (REA). The 
50%	limitation	has	never	been	triggered.	

The	Mental	Health	Trust	Board	adopted	a	policy,	beginning	in	FY	2001,	to	distribute	3.5%	a	year	of	the	market	value	
of the fund’s total assets. The distribution rate had been 3% for FY 1996-1998 and 3.25% for FY 1999-2000. Because 
of recent declines in market value, the board is exploring a redefinition of “principal” so that losses in market value 
would	be	proportionally	allocated	to	the	principal	account	and	the	earnings	account	rather	than	assigning	the	entire	
value	of	any	losses	to	the	earning	account.

The annual distribution is 4.75% of a five-year moving average of the fund’s principal market value so long as 
that	amount	does	not	exceed	the	interest	and	dividend	earnings	available	in	the	earnings	account.	The	trust	has	
accumulated	a	sizable	earnings	account	balance,	providing	a	cushion	for	the	fund	to	maintain	its	annual	distributions	
in	a	sustained	bear	market.

The annual distribution is 4.75% of a five-year moving average of the fund principal’s market value so long as 
that	amount	does	not	exceed	the	interest	and	dividend	earnings	available	in	the	earnings	account.	The	trust	has	
accumulated	a	sizable	earnings	account	balance,	providing	a	cushion	for	the	fund	to	maintain	its	annual	distributions	
in	a	sustained	bear	market.

The annual distribution is 7% of the fund’s market value. For the initial transition years, state statute specifies that 
the fund shall use the market value on February 1 for the subsequent fiscal year’s distribution. Thereafter, the fund 
is to distribute each year 7% of the monthly average market value for a specified 36-month period. 

The annual distribution is 5% of a five-year moving average of the market value of the fund.
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Figure 8-4. Inflation-Proofing Procedures—State Endowment Funds
	 	   

Alaska Permanent Fund	
An	annual	appropriation	is	needed	to	inflation proof the principal of the Permanent	Fund	(but	not	the	accumulated	earnings)	
pursuant to AS 37.13.145. The legislative appropriation requires a transfer from the Realized Earnings Account to the fund’s 
principal an amount equal to the calculated U.S. Consumer Price Index’s effect on the value of the principal, comprised of 
oil	and	gas	royalty	contributions	and	legislative	appropriations.	The	Alaska	Permanent Fund Corporation’s Trustees have 
proposed	a	constitutional	amendment	that	would	inflation proof the entire fund—the	principal	and	accumulated	earnings—by	
limiting the annual distribution of earnings to 5% of a five-year moving average of the market value of the fund.

Mental Health Trust	
The	Mental	Health	Trust	Authority	has	adopted	two	policies	to	inflation proof the fund. First, it limits distributions to 3.5% of 
the fund’s market value. (The authority’s ultimate goal, after further building up the principal, is to distribute 5% of the fund’s 
market	value	each	year,	which	would	still	allow	enough	retained	earnings	to	inflation proof the fund.) Second, the authority 
also	has	adopted	a	policy	transferring	money	from	the	reserve	account	to	the	principal	whenever	the	reserve	exceeds	four	
times the annual income distribution, to help build up the fund’s principal.

Public School Trust
The	asset-allocation	policy	is	such	that—when combined with the requirement that the fund’s capital gains and losses remain 
part	of	the	principal—the	retained	capital	gains	are	adequate	to	inflation proof the fund.

Alaska Children’s Trust	
The asset-allocation policy is such that—when combined with the requirement that the fund’s capital gains and losses remain 
part	of	the	principal—the	retained	capital	gains	are	adequate	to	inflation proof the fund.

Power Cost Equalization Endowment	
The	legislature,	in	selecting	a	7%	distribution	policy,	expressly	elected	not	to	inflation proof this fund, but rather to distribute 
all,	or	almost	all,	of	its	anticipated	annual	earnings.

University of Alaska Endowment
The university’s distribution policy of 5% of the moving five-year average of the fund’s market value should allow for retained 
earnings	to	inflation proof the fund.
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9. Public Corporations & the 
University of Alaska
Public Corporations
The state has establ�shed the follow�ng 
publ�c corporat�ons to carry out certa�n 
publ�c pol�c�es:

1. Alaska Hous�ng F�nance                 
Corporat�on (AHFC)

2. Alaska Industr�al Development and 
Export Author�ty (AIDEA)

3. Alaska Energy Author�ty (AEA)

4. Alaska Student Loan Corporat�on 
(ASLC)

5. Alaska Mun�c�pal Bond Bank      
Author�ty (AMBBA)

6. Alaska Aerospace Development 
Corporat�on

7. Alaska Ra�lroad Corporat�on

These seven corporat�ons and the 
Un�vers�ty of Alaska are components 
of state government whose act�v�t�es 
are accounted for �n the state’s Com-
prehens�ve Annual F�nanc�al Report 

separately from the act�v�t�es of pr�mary 
state government. Informat�on �n th�s 
sect�on �s prov�ded by these corpora-
t�ons.

Four of these corporat�ons — the 
Alaska Hous�ng F�nance Corporat�on 
(AHFC), Alaska Industr�al Develop-
ment Author�ty (AIDEA), Alaska 
Student Loan Corporat�on (ASLC) and 
Alaska Mun�c�pal Bond Bank Author-
�ty (AMBBA) — pay some port�on of 
the�r �ncome as an annual “d�v�dend” 
to the state. 

The members of the AIDEA Board of 
D�rectors also serve as Board of D�-
rectors of AEA, though AIDEA and 
AEA cont�nue to ex�st as separate legal 
ent�t�es. AEA has no employees, and 
AEA contracts to have AIDEA employ-
ees adm�n�ster AEA programs. Other 
corporat�ons have the�r own staffs and 
boards. Wh�le ne�ther the sale of bonds 
nor the expend�ture of bond proceeds 
by these corporat�ons are subject to the 

state’s Execut�ve Budget Act, expen-
d�tures for the day-to-day adm�n�stra-
t�on of all of these corporat�ons except 
the Alaska Ra�lroad are subject to the 
Execut�ve Budget Act. 

The Alaska Comm�ss�on on Postsec-
ondary Educat�on (ACPE) adm�n�sters 
the ASLC programs. The ASLC has no 
employees, and the execut�ve d�rector 
of the ACPE serves as the execut�ve of-
ficer of the ASLC. 

The s�x figures that follow �n th�s sec-
t�on summar�ze the act�v�t�es of these 
corporat�ons.
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Figure 9-1.  Public Corporations—Missions

What does the corporation do and how does it do it?
  		

Alaska Housing Finance Corporation 

Alaska Industrial Development and Export Authority 

Alaska Energy Authority  

Alaska Student Loan Corporation

Alaska Municipal Bond Bank Authority

Alaska Aerospace Development Corporation

Alaska Railroad Corporation

Using	proceeds	from	the	sale	of	bonds	backed	by	its	corporate	assets,	AHFC	purchases	home	mortgages	from	Alaska	
banks. Income from payments on these mortgages repays bond holders and adds to the corporation’s income, thereby 
enabling the corporation, since FY 1991, to pay an annual dividend and/or return of capital to the state. In addition to 
ensuring	that	Alaskans,	especially	Alaskans	of	low	and	moderate	income	and	those	in	remote	and	underdeveloped	
areas	of	the	state,	have	adequate	housing	at	reasonable	cost,	the	corporation	administers	federally	and	state	funded	
multi-residential,	senior	and	 low-income	housing,	 residential	energy	and	home	weatherization	programs.	 In	 recent	
years, the legislature has authorized AHFC to finance the construction of schools, University of Alaska housing and 
other capital projects identified by the legislature.

By lending money, guaranteeing loans or becoming an owner, AIDEA makes financing available for industrial, export 
and	other	business	enterprises	in	Alaska.	The	corporation	earns	money	from	interest	on	its	loans,	investments,	leases	
and operations of its properties. The corporation has paid an annual dividend to the state since FY 1997.

AEA provides loans to utilities, communities and individuals to pay for the purchase or upgrade of equipment and for 
bulk fuel purchases. Additionally, the agency administers the Power Cost Equalization program, subsidizing rural electric 
costs with the Power Cost Equalization Endowment. AEA also receives federal and state money to provide technical 
advice	and	assistance	in	energy	planning,	emergency	response	management,	energy	infrastructure	construction	and	
conservation in rural Alaska. AEA owns and, under contractual agreements, operates and maintains state-owned power 
projects,	such	as	Bradley	Lake	and	the	Alaska	Intertie.

The Alaska Student Loan Corporation uses proceeds from bond sales to finance education loans made by the Alaska 
Commission on Postsecondary Education. Loan repayments satisfy bond obligations and enhance the corporation’s 
capital	asset	base.	Alaska	statutes	authorize	the	board	of	directors	to	annually	declare	a	return	to	the	state	of	a	portion	
of	its	net	income.	The	board	has	declared	return	of	capital	payments	for	each	year	beginning	in	FY	2001	through	FY	
2007. Alaska statutes also authorize the corporation to issue bonds for the purpose of financing projects of the state. 
Those bonds in aggregate may not exceed $280 million.

The Bond Bank loans money to Alaska municipalities for capital improvement projects. The bank’s larger capital base, 
its	reserve	funds	and	its	credit	rating	enable	it	to	sell	bonds	at	lower	interest	rates	than	the	municipalities	could	obtain	
on	their	own.	The	Bond	Bank	earns	interest	on	the	money	it	holds	in	reserve	and	has	returned	a	dividend	to	the	state	
every year since 1977.

The	corporation	operates	and	maintains	a	commercial	spaceport	in	Kodiak,	Alaska	and	provides	commercial	rocket	
vehicle	launch	support	services.	It	promotes	space-related	business,	research,	education	and	economic	growth	in	the	
State	of	Alaska.

The	corporation	operates	freight	and	passenger	rail	services	between	Seward	and	Fairbanks,	including	a	spur	line	to	
Whittier.	In	addition,	the	corporation	generates	revenues	from	real	estate	it	owns.
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Figure 9-2. Public Corporations—State Capitalization

How did the state capitalize the corporation?
	 	   
Alaska Housing Finance Corporation 
The legislature appropriated $739.9 million in cash and $292.5 million in mortgages 
held by the General Fund to the corporation between 1976 and 1984. The payments on 
those	mortgages	and	additional	mortgages	purchased	with	the	cash	have	helped	build	
the corporation’s asset base and allow it to return some capital to the state each year. In 
1993, AHFC received an additional $27.7 million in cash and $9.3 million in equity when 
the	legislature	merged	the	Alaska	State	Housing	Authority	with	this	corporation.	

Alaska Industrial Development and Export Authority 
Between 1981 and 1991, the State of Alaska transferred various loan portfolios worth 
$297.1 million and $69.2 million in cash to this corporation.

Alaska Energy Authority  
The legislature established the AEA in 1976 to finance and operate power projects. This 
corporation	has	also	administered	rural	energy	programs	at	various	times,	including	the	
present.	As	a	result	of	legislatively	mandated	reorganizations,	capital	has	moved	into	and	
out	of	the	corporation.	At	the	end	of	FY	2001,	this	corporation	reported	contributed	capital	
of $963.5 million.

Alaska Student Loan Corporation
In FY 1988, the state transferred $260 million of existing student loans to this corporation. 
Additional appropriations of cash between FY 1988 and FY 1992 totaled $46.7 million.

Alaska Municipal Bond Bank Authority
Between 1976 and 1986, the legislature appropriated $18.6 million to the Bond Bank to be 
used	for	backing	bond	issues.	In	addition,	the	legislature	gave	the	Bond	Bank	$2.5	million	
in 1981 to fund a direct loan by a municipality. The municipality repaid the loan and the 
Bond	Bank	retained	the	appropriation.

Alaska Aerospace Development Corporation
Since 1993, the state has contributed $10.9 million from the Science and Technology 
Endowment.

Alaska Railroad Corporation
The state bought the railroad from the federal government in 1985. The purchase price of 
$22.7 million was recorded as the state’s capitalization.

         



78 · Fall 2006 Revenue Sources Book

Fall 2006 Revenue Sources Book

Figure 9-3. Public Corporations—Financial Facts, FY 2006 ($ million) (1) 

Total    
Assets

Assets Less Liabilities 
Book Value

Unrestricted Net 
Assets

FY 2006 Operating 
Budget

Total         
Positions (2)

Alaska Hous�ng F�nance Corporat�on $5,229.6 $1,990.0 $730.2 $47.7 372
Alaska Industr�al Development & Export Author�ty $1,156.0 $856.0 $863.0 $7.5 67

Alaska Energy Author�ty $569.0 $415.0 $233.0 $27.0 (3)

Alaska Student Loan Corporat�on $1,020.0 $170.0 $42.0 $11.0 104

Alaska Mun�c�pal Bond Bank Author�ty $483.6 $38.6 $10.0 $0.5 1

Alaska Aerospace Development Corporat�on (4) $98.0 $14.0 $5.0 $22.9 33

Alaska Ra�lroad Corporat�on (5) $574.0 $171.0 $153.0 $95.0 807

1) All figures are effect�ve as of June 30, 2006, except for the Alaska Ra�lroad wh�ch reports on a calendar year bas�s. 

(2) Permanent Full T�me (PFT), Permanent Part T�me (PPT) and Temporary (TMP) are �ncluded �n total pos�t�ons. 

(3) The Alaska Industr�al Development and Export Author�ty (AIDEA) prov�des staff for the act�v�t�es of the Alaska Energy Author�ty (AEA). A s�gn�fi-
cant port�on of AIDEA’s 67 member staff �s engaged �n AEA programs. 

(4) Unaud�ted. 

(5) The Alaska Ra�lroad reports financ�al data on a calendar year bas�s. Assets and book value shown �n th�s table are from aud�ted December 31, 2005, 
financ�al statements. The operat�ng budget figure shown here �s for CY 2005.
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Figure 9-4. Public Corporations—Revenue & Net Income, FY 2006 ($ million) 

Revenue Operating Income Net Income

Alaska Hous�ng F�nance Corporat�on $318.9 $46.7 $307.0

Alaska Industr�al Development & Export Author�ty $52.9 $21.0 $14.6

Alaska Energy Author�ty $76.1 ($17.6) $0.5

Alaska Student Loan Corporat�on $36.0 $18.0 $1.5

Alaska Mun�c�pal Bond Bank Author�ty $17.2 $0.9 ($0.5)

Alaska Aerospace Development Corporat�on $16.8 ($3.4) ($2.9)

Alaska Ra�lroad Corporat�on (1) $144.0 $6.8 $12.7

(1) The Alaska Ra�lroad reports financ�al data on a calendar year bas�s. Revenue and Operat�ng Income shown �n th�s table are for CY 
2005.
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Figure 9-5. Public Corporations—Dividends to the State

How, if at all, does the corporation pay dividends to the state?
	 	   
Alaska Housing Finance Corporation 

Alaska Industrial Development and Export Authority 

Alaska Energy Authority  

Alaska Student Loan Corporation

Alaska Municipal Bond Bank Authority

Alaska Aerospace Development Corporation

Alaska Railroad Corporation

The Twenty-Third Legislature, in 2003, enacted SCSHB 256 (the “2003 Act”) which added language to the Alaska Statutes to modify and 
incorporate	the	Transfer	Plan.	As	approved	and	signed	into	law	by	the	Governor,	the	Transfer	Plan	calls	for	annual	transfers	as	follows:	FY	
2005, $103 million; FY 2006, $103 million; FY 2007, the lesser of 95% net income or $103 million; FY 2008, the lesser of 85% net income or 
$103 million; FY 2009 and thereafter, the lesser of 75% of the corporation’s net income or $103 million.

By statute, AIDEA must make available to the state each year not less than 25% and not more than 50% of its total net income for a base year, 
defined as the year two years prior to the dividend year. The dividend is further limited to no more than the total amount of its unrestricted	net	
income in the base year (AS 44.88.088). Net income is defined in the statutes.

AEA does not pay a dividend or return capital to the state on a regular basis. However, in FY 2000 this corporation returned $55.6 million of 
contributed capital to the Railbelt Energy Fund and the General Fund.

This	corporation,	at	the	discretion	of	its	board	of	directors,	may	make	available	to	the	state	a	return	of	contributed	capital	or	dividend	for	any	
base year in which the net income of the corporation is $2 million or more. A base year is defined as the year two years before the payment 
year. If the board authorizes a payment, it must be between 10% and 35% of net income for the base year (AS 14.42.295). The corporation 
may also issue bonds in an aggregate amount not to exceed $280 million, for the purpose of financing projects of the state as those projects 
may be identified by law (AS 14.42.220).

By	statute,	the	Bond	Bank	annually	returns	earnings	or	income	of	its	reserve	fund,	in	excess	of	expenses,	to	the	state.

AADC	does	not	pay	a	dividend	or	return	capital	to	the	state.

The	corporation	does	not	pay	a	cash	dividend	to	the	General	Fund.
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Figure 9-6. Public Corporations—Operating Expenses & Dividends, FY 2006 and Budget FY 2007 ($ million) 

Expenses Dividends

Actual FY 
2006 Budget FY 2007 Actual FY 2006 Budget FY 2007

Alaska Hous�ng F�nance Corporat�on $41.6 $48.5 $103.0(1) $80.6

Alaska Industr�al Development & Export Author�ty $7.1 $7.8 $8.8 $16.6

Alaska Energy Author�ty $25.6 $30.0 na na

Alaska Student Loan Corporat�on $10.6 $11.2 $88.1 $1.9

Alaska Mun�c�pal Bond Bank Author�ty $0.5 $0.7 $0.7 $0.3

Alaska Aerospace Development Corporat�on $20.2 $24.1 na na

Alaska Ra�lroad Corporat�on na na na na

(1) Th�s figure reflects the prov�s�on �n AS 18.56.089, that $103 m�ll�on w�ll be transferred to the state each year though FY 2006. Because 
some of th�s money �s earmarked for mult�-year cap�tal projects, actual cash transfers �n any g�ven year may vary.

Figure 9-7. University of Alaska ($ million) 

Lands & Facilities 
June 30,2006

Total Assets 
June 30, 2006

Unrestricted Net 
Assets

FY 2007            
Operating Budget

FY 2007               
Total Positions

$731.0 (1) $1,089.0 $56.4 $774.1 4,148

(1) Includes deprec�at�on of $595.6 m�ll�on.
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Constitutional Budget Reserve Fund 
(CBRF): Created by voters �n 1990, 
the Const�tut�onal Budget Reserve 
Fund rece�ves proceeds from settle-
ments of o�l, gas, and m�n�ng tax and 
royalty d�sputes. The leg�slature may, 
w�th a three-quarters major�ty vote �n 
each chamber, w�thdraw money from 
the fund.

Federal Revenue:  When the federal 
government g�ves money to states, �t 
restr�cts how that money can be used. 
H�ghway and a�rport construct�on 
funds, Med�ca�d and educat�on fund�ng 
cannot be used for other purposes. In 
add�t�on to restr�ct�ng how the money 
�s spent, the federal government often 
requ�res states to put up match�ng 
funds to qual�fy for the federal fund�ng. 

General Fund Revenue: General Fund 
Revenue has d�fferent mean�ngs �n 
d�fferent contexts. In the state’s of-
fic�al financ�al reports, General Fund 
Revenue �s used to des�gnate the sum of 
Unrestr�cted General Purpose Revenue, 
General Fund sub-account revenue, 
program rece�pts and federal dollars 
spent through the General Fund. In 
budget-wr�t�ng context, General Fund 
revenue has a defin�t�on s�m�lar to Un-
restr�cted General Purpose Revenue.

General Fund Unrestricted Revenue:  
Revenue des�gnated as General Fund 
�n the state account�ng system (AK-
SAS), w�th certa�n adjustments. Th�s 
�ncludes some of the revenue we show 
as restr�cted �n th�s report, such as 
shared taxes or Alaska Mar�ne H�ghway 
System revenues. 

Permanent Fund GASB (or Market) 
Income:  Under standards adopted by 
the Governmental Account�ng Stan-

dards Board, the Permanent Fund’s 
�ncome—and that of any other govern-
ment fund—�s the d�fference between 
the purchase pr�ce of the �nvestments 
and the�r market value at a g�ven po�nt 
�n t�me, plus any d�v�dends, �nterest 
or rent earned on those �nvestments. 
Under GASB standards, the Permanent 
Fund does not have to sell the �nvest-
ment to count the ga�n or loss as �t 
changes value. It �s called “mark�ng to 
market,” that �s, measur�ng the value of 
the fund’s �nvestments by the current 
market pr�ce. Th�s can produce a much 
d�fferent p�cture than Permanent Fund 
statutory �ncome, wh�ch does not re-
flect fluctuat�ng �nvestment values unt�l 
the assets are sold.

Permanent Fund Statutory Income:  
The annual Permanent Fund d�v�dend 
�s based on statutory �ncome. Th�s �s 
the sum of real�zed ga�ns and losses of 
all Permanent Fund �nvestment trans-
act�ons dur�ng the year, plus �nterest, 
d�v�dends and rents earned by the fund. 
Though the leg�slature may appropr�-
ate the earn�ngs for any purpose �t 
chooses, the h�stor�cal pract�ce has been 
to restr�ct the use of real�zed �ncome to 
d�v�dends and �nflat�on proofing, and 
then e�ther leave the excess �n the Real-
�zed Earn�ngs Account or transfer �t to 
the pr�nc�pal of the Permanent Fund.  

Restricted Program Receipts:  Th�s 
revenue �s earmarked �n state statute 
or by contract for spec�fic purposes 
and �s usually appropr�ated back to the 
program that generated the revenue. 
Examples �nclude Un�vers�ty of Alaska 
tu�t�on payments, mar�ne h�ghway 
rece�pts, payments to var�ous revolv-
�ng loan funds and publ�c corporat�on 

rece�pts. Some of th�s revenue �s actu-
ally ded�cated as a consequence of the 
prov�s�ons of Art�cle 18, Sect�on 11 of 
the Alaska Const�tut�on. The rema�n-
der, wh�le statutor�ly earmarked, may 
be appropr�ated to purposes other than 
those reflected �n statute �f the leg�sla-
ture so chooses.

Restricted Revenue:  Revenue re-
str�cted by the const�tut�on, state or 
federal law, trust or debt restr�ct�ons, or 
by customary pract�ce. The leg�slature 
can at any t�me remove restr�ct�ons 
that are solely �mposed by e�ther Alaska 
statute or customary pract�ce. Program 
rece�pts, revenues allocated to sub-ac-
counts of the General Fund, and Gen-
eral Fund revenues customar�ly shared 
w�th other ent�t�es, are all cons�dered 
restr�cted General Fund revenues for 
the purposes of th�s report.  

Unrestricted General Purpose Rev-
enue:   Revenue not restr�cted by the 
const�tut�on, state or federal law, trust 
or debt restr�ct�ons or customary prac-
t�ce. Most leg�slat�ve and publ�c debate 
over the budget each year centers on 
th�s category of revenue. In der�v�ng 
th�s figure from General Fund Unre-
str�cted Revenues, we have excluded 
customar�ly restr�cted revenues such 
as shared taxes and mar�ne h�ghway 
rece�pts.

Revenue.  A-1
Glossary of Terms
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                           FY 2007 (1)              FY 2008            FY 2009	
			ANS        Oil + NGLs                               ANS              Oil + NGLs                            ANS            Oil + NGLs
$/barrel           Million barrels/ day              $/barrel               Million barrels/ day                  $/barrel                 Million barrels/ day
																	0.700       0.750       0.800																																	 	0.700       0.750       0.800	  																													0.700       0.750     0.800	  
	 	
 $35  2,326 2,442 2,559 $35  2,090 2,211 2,331 $35  2,178 2,302 2,426 
 $40  2,724 2,868 3,011 $40  2,520 2,666 2,813 $40  2,606 2,756 2,907 
 $45  3,123 3,293 3,463 $45  2,949 3,122 3,296 $45   3,034 3,211 3,388 
 $50  3,521 3,718 3,915 $50  3,378 3,578 3,778 $50  3,463 3,666 3,869 
 $55  3,920 4,143 4,367 $55  3,808 4,034 4,260 $55  3,891 4,120 4,350 
 $60  4,420 4,670 4,920 $60   4,300 4,567 4,834 $60   4,417 4,690 4,963 
 $65  4,888 5,191 5,494 $65  4,869 5,175 5,481 $65  4,993 5,305 5,618 
 $70  5,448 5,792 6,136 $70  5,466 5,813 6,160 $70  5,597 5,950 6,304 

(1)	For	this	analysis,	FY	2007	revenue	does	not	include	the	additional	PPT	production tax liability of approximately $293 million for May and June 2006, the 
months	associated	with	the	new	Petroleum Profits Tax (PPT).	

This analysis shows that at 800,000 barrels per day for every $5 increase in oil prices, General	Fund	unrestricted	revenue	increases	by	at	least	$425	million;	
when	the	price	of	oil	exceeds	$55	per	barrel,	General	Fund	unrestricted	revenue	increases	by	over	$500	million	per	year	for	every	$5	increase	in	oil	price.

This	analysis	also	shows	that	an	increase	of	50,000	barrels	per	day	increases	General	Fund	unrestricted	revenue	by	$120	million	at	$35	per	barrel	and	by	
$350	million	at	$70	per	barrel.		

Revenue.  A-2
General Fund Unrestricted Revenue Sensitivity Matrices, FY 2007-2009 and FY 2007 Fiscal Sensitivity 
Chart Based on Fall 2006 Forecast  ($ Million)

 



86 · Fall 2006 Revenue Sources Book

Fall 2006 Revenue Sources Book

Revenue.  A-3
General Fund Unrestricted Revenue—History (1)

(Includes Some Customarily Restricted Revenue Reflected as Restricted Elsewhere in the  Report)   

$ Million

     
FY                                                                      1997       1998        1999       2000          2001        2002        2003       2004       2005         2006
TAX REVENUE	 	 	 	 	 	 	 	 	 	 	 	
	 	
Property Tax 53.6 51.3 48.8 45.0 45.1 49.6 48.7 47.3 42.5 54.5
	 	 	 	 	 	 	 	 	 	 	 	 	

Sales/Use
	 Alcoholic	Beverages	 11.6 11.8 12.2	 12.7 12.0 12.9 25.3 32.8 34.6 35.2
	 Tobacco	Products	 13.7 15.4 15.2 16.3 16.3 15.5 16.3 16.0 26.2 36.7
	 Insurance	Premium	 28.4 33.7 28.4 28.7 32.2 37.4 43.3 48.1 52.9 51.9
	 Electric and Telephone	Cooperative	 2.7 2.3 3.7 3.2 3.3 3.1 3.7 4.0 4.0 3.9
	 Motor	Fuel	Tax	(3)	 35.3 35.6 37.8 42.1 37.5 40.2 37.4 41.4 39.6 42.1
 Vehicle Rental/ Tire Tax 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 3.5 9.1 9.3
  Total 91.7 98.8 97.3 103.0 101.3 109.1 126.0 145.8 166.4 179.1 
	 	 	 	 	 	 	 	 	 	 	 	 	
	
Income Tax	
	 Corporation	General	 48.4 53.4 53.8 56.3 59.5 53.4 47.7 39.6 61.8 137.6
	 Corporation	Petroleum	 269.4 200.1 145.1 162.7 338.1 178.4 151.1 298.8 524.0 661.1
  Total 317.8 253.5 198.9 219.0 397.6 231.8 198.8 338.4 585.8 798.7
	 	
Production Tax	
	 Oil and Gas Production 907.0 564.4 358.6 693.2 694.4 486.7 589.8 642.7 854.9 1,191.4
 Oil and Gas Conservation 1.7 1.6 1.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0
 Oil and Gas Hazardous Release 12.9 11.8 11.1 9.5 9.4 9.6 9.2 9.2 8.3 7.8
  Total 921.6 577.8 371.1 702.7 703.8 496.3 599.0 651.9 863.2 1,199.2 
	 	 	 	 	 	 	 	 	 	 	 	 	
	
Other Natural Resource Tax 
	 Salmon	and	Seafood	Marketing	 7.6 5.6 5.3	 7.2 5.7 4.8 4.4 5.0 6.0 6.4
 Salmon Enhancement 4.2 4.2 3.9 5.3 3.6 3.7 2.4 3.0 3.8 4.4
	 Seafood	Development	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.2
	 Dive	Fishery	Management	 0.0	 0.0	 0.0	 0.2	 0.2	 0.2	 0.2	 0.0	 0.0	 0.3
 Fisheries Business 31.0 28.5 25.9 36.7 30.5 25.3 26.0 29.3  25.9 32.3
	 Fish	Landing	 7.3 3.8 5.9 5.3 7.3 7.1	 9.8 6.9 8.1 11.5
  Total 50.1 42.1 41.0 54.7 47.3 41.1 42.8 44.2 43.8 55.1
	 	 	 	 	 	 	 	 	 	 	 	 	
	
Other Tax	
	 Estate 1.7	 5.5	 1.7	 2.5 2.7 3.1 1.2 2.3 1.5 0.6
 Other 2.4 3.9 2.9 5.9 4.3 3.2 3.0 0.0 12.8 21.0
  Total 4.1 9.4 4.6 8.4 7.0 6.3 4.2 2.3 14.3 21.6

TOTAL TAX REVENUE 1,438.9 1,032.9 761.7 1,132.8 1,302.1 934.2 1,019.5 1,229.9 1,716.0 2,308.2

(continued	on	next	page)

	(2)																											(2)																						(2)																								(2)																					(2)																					(2)																							(2)
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FY                                                                      1997        1998        1999       2000       2001       2002        2003       2004         2005           2006
NON TAX REVENUE	  	 	 	 	 	 	 	 	 	 	 	
	
Licenses and Permits		(4) 69.0 74.6 63.7 69.2 37.3 42.2 33.6 41.8 42.7 42.8	
	 	 	 	 	 	 	 	 	 	 	
Intergovernmental Receipts	 	 	 	 	 	 	 	 	 	 	
 Federal Shared Revenues 2.0 2.2 0.8 1.0 0.3 0.1 0.0 0.0 0.0 0.0
	 	 	 	 	 	 	 	 	 	 	 	
Charges for Services	 	 	 	 	 	 	 	 	 	 	
	 Marine	Highways	 38.6 37.1 38.8 38.3 37.6 32.2 41.5 43.6 45.6 51.0
 Other 39.5 34.9 31.8 43.7 27.0 19.1 13.9 11.1 17.9 23.1
  Total 78.1 72.0 70.6 82.0 64.6 51.3 55.4 54.7 63.5 74.1
          
Fines and Forefeitures 8.2 37.7 12.5 46.2 33.6 6.6 7.0 16.0 9.4 8.5
          
Rents and Royalties
	 Bonuses, Rents and Interest-Net  (5)(6)	 7.4 23.0 25.6 4.0 7.1 14.6 9.6 13.3 18.8 11.9
 Oil and Gas	Royalties-Net 	(5)	 759.2 480.4 322.6 727.9 781.0 581.2 830.7 1,045.7	 1,401.1	 1,772.2
	 Timber	Sales	 1.9 0.8 0.3 0.3 0.4	 0.2	 0.0	 0.2	 0.1	 (0.2)
 Other 8.6 8.1 10.6 9.4 10.5 9.1 6.2 7.6 14.5 9.0
  Total 777.1 512.3 359.1 741.6 799.0 605.1 846.5 1,066.8 1,434.5 1,729.9

	 	 	 	 	 	 	 	 	 	 	 	
Investment Earnings (6)	 77.1 60.6 46.5 48.1 78.8 43.1 59.0 9.7 24.7 53.3
	 	 	 	 	 	 	 	 	 	 	 	
Miscellaneous Revenue 44.6 33.5 37.3 27.1 34.9 42.3 9.4 19.2 7.5 40.6
	 	 	 	 	 	 	 	 	 	 	 	
Sub-Total NON-TAX REVENUE 1,056.1 792.9 590.5 1,015.2 1,048.5 790.7 1,010.9 1,202.8 1,582.3 2,012.2
Petroleum	Special	Settlements	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0
TOTAL NON-TAX REVENUE 1,056.1 792.9 590.5 1,015.2 1,048.5 790.7 1,010.9 1,202.8 1,582.3 2,012.2
          
TOTAL TAX REVENUE 1,438.9 1,032.9 761.7 1,132.8 1,302.1 934.2 1,019.5 1,229.9 1,716.0 2,308.2
          
TOTAL GENERAL FUND    
    UNRESTRICTED REVENUE 2,495.0 1,825.8 1,352.2 2,148.0 2,350.6 1,724.9 2,030.4 2,438.1 3,298.3 4,320.4

(1)	A	summary	of	historical	General	Fund	unrestricted revenue can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/General-
FundUnrestrictedRevenueHistory.pdf.
(2)	After	FY	2000,	most	receipt-supported	services	are	excluded.	Certain	seafood	assessments	which	are	considered	receipt-supported	services	for	purposes	of	
this	forecast	are	included.
(3)	Motor	fuel	tax	includes	aviation,	highway	and	marine.
(4) Beginning in FY 2006, alcoholic	beverage	licenses	and	permits	shared	with	municipalities	are	treated	as	customarily	restricted	for	purposes	of	our	forecast;	
however these are included in Total General Fund Unrestricted Revenue.
(5)	These	categories	are	primarily	composed	of	petroleum.	
(6) Starting in FY 2001, interest earnings are included in oil and gas royalties and excluded from investment	revenue.

General Fund Unrestricted Revenue—History (continued from prior page)

(Includes Some Customarily Restricted Revenue Reflected as Restricted Elsewhere in the  Report)   

$ Million

(2)																					(2)																						(2)																							(2)																				(2)																									(2)																											(2)
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Revenue. A-4a
General Fund Unrestricted Petroleum Revenue—History (1)

$ Million 

FY                                                                       1997       1998        1999          2000        2001        2002        2003         2004        2005        2006

Corporation Petroleum Tax 269.4 200.1 145.1 162.7 338.1 178.4 151.1 298.8 524.0 661.1
Production Tax 921.6 577.8 371.1 702.7 703.8 496.3 599.0 651.9 863.2 1,199.2
Petroleum	Property Tax 53.6 51.3 48.8 45.0 45.1 49.6 48.7 47.3 42.5 54.5
Oil and Royalties-Net	(2) 759.2 480.4 322.6 727.9 781.0 581.2 830.7 1,045.7 1,401.1 1,772.2 
Bonuses, Rents and Interest-Net 	(2)(3)	 7.4 23.0 25.6 4.0 7.1 14.6 9.6 13.3 18.8 11.9
   Total Petroleum Revenue 2,011.2 1,332.6 913.2 1,642.3 1,875.1 1,320.1 1,639.1 2,057.0  2,849.6 3,698.9
          
Cumulative General Fund 
   Unrestricted Petroleum Revenue	(4) 43,849.7 45,182.3 46,095.5 47,737.8 49,612.9 50,933.0 52,572.1 54,629.1 57,478.7 61,177.6
	 	 	 	 	 	 	 	 	 	
Total General Fund 
 Unrestricted Revenue	(5) 2,495.0 1,825.8 1,352.2 2,148.0 2,350.6 1,724.9 2,030.4 2,443.7 3,293.0 4,320.4

	 %	Petroleum Revenue 81% 73% 68% 76% 80% 77% 81% 84% 87% 86%

(1)	Historical	General	Fund	unrestricted	petroleum revenue can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/PetroleumRev-
enueHistory.pdf. Table on Tax web site includes historical Reserve Tax (FY 1976-1977) and Petroleum Special Settlements (FY1986-1995) which, due to current 
zero	totals,	are	not	included	in	Appendix	A-4a	&	A-4b.
(2)	Royalties, bonuses, rents and interest are net of Permanent	Fund,	Public	School	Fund	contributions	and	Constitutional Budget Reserve Fund (CBRF) deposits.
(3)	These	categories	are	primarily	composed	of	petroleum	revenue.
(4)	This	table	shows	historical	petroleum revenue for FY 1997-2006. The cumulative petroleum revenue total is based on revenue beginning in FY 1959.
(5)	Historical	General	Fund	unrestricted	revenue	includes	some	of	the	revenue	shown	as	restricted	elsewhere	in	this	report,	such	as	shared	taxes	or	Alaska	
Marine Highway System Revenues.
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FY                                                               2007          2008         2009        2010          2011         2012        2013       2014          2015         2016

Corporation	Petroleum	Tax
Production	Tax	
Petroleum	Property	Tax	
Oil andGas Royalties-Net	(2)	
Bonuses, Rents & Interest-Net 	(2)(3)	
   Total Petroleum Revenue 
          
Cumulative General Fund
   Unrestricted Petroleum Revenue	(4) 
	 	 	 	 	 	 	 	 	 	
Total General Fund 
      Unrestricted Revenue	(5) 
          
	 %	Petroleum Revenue 

Revenue. A-4b
General Fund Unrestricted Petroleum Revenue—Forecast (1)

	 	
  657.2 493.7 466.5 455.0 447.1 458.7 430.1 404.0 361.1 367.5 
  2,067.2 1,476.1 1,403.1 1,333.5 1,366.8 1,336.2 1,195.5 1,006.2 937.6 875.6 
  51.7 51.4 51.0 50.6 50.4 50.1 49.2 47.9 46.5 46.0 
  1,503.9 1,317.2 1,287.3 1,250.6 1,256.0 1,141.4 1,017.4 882.9 860.7 846.2 
	 	 51.4 18.7 16.4 15.9 17.0 16.0 17.8 22.5 18.0 14.7	
  4,331.5 3,357.2 3,224.3 3,105.7 3,137.4 3,002.5 2,710.0 2,363.4 2,223.9 2,149.9 
	 	 	 	 	 	 	 	 	
	 	
	 	 65,509.1 68,866.3 72,090.6 75,196.3 78,333.7 81,336.2 84,046.2 86,409.6 88,633.6 90,783.5	
	 	 	 	 	 	 	 	 	
	 	
	 	 4,912.3 3,911.1 3,776.6 3,669.0 3,718.8 3,592.2 3,307.2 2,968.1 2,839.6 2,774.7	
	 	 	 	 	 	 	 	 	
	 	 88% 86% 85% 85% 84% 84% 82% 80% 78% 77% 

(1)	Forecasted	General	Fund	unrestricted	petroleum revenue through FY 2016 can be found on the Tax Division’s web site at http://www.tax.state.ak.us/
sourcesbook/PetroleumRevenueHistory.pdf. Table on Tax web site includes historical Reserve Tax (FY 1976-FY 1977) and Petroleum	Special	Settlements	
(FY1986-1995) which, due to current zero totals, are not included in Appendix A-4a & 4b.
(2)	Royalties, bonuses, rents and interest are net of Permanent	Fund,	Public	School	Fund	contributions	and	Constitutional Budget Reserve Fund (CBRF) 
deposits.
(3)	These	categories	are	primarily	composed	of	petroleum	revenue.
(4)	The	cumulative	petroleum revenue total is based on revenue beginning in FY 1959.
(5)	Forecasted	General	Fund	unrestricted revenue shown in A-4b does not include these “customarily restricted” revenues.
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Revenue.  A-5a
Petroleum Production Tax and Royalty Revenue—History (1)

$ Million 

FY                                                                          1997       1998        1999        2000       2001         2002         2003        2004         2005         2006

Alaska North Slope	 	 	 	 	 	 	 	 	 	 	 	
Oil Royalty-Net (2) 735.5 441.2 297.9 658.4 797.4 546.5 827.5 959.1 1,300.4 1,651.9
Production	Tax	 	 	 	 	 	 	 	 	 	
    Oil Production Tax 868.9 545.2 328.0 632.6 667.1 444.5 549.6 594.5 787.3 1,162.6
    Gas Production Tax (includes gas NGL’s) 32.0 18.6 11.4 22.3 20.3 9.3 12.7 17.6 30.5  31.0	 	
   Total Production Tax 900.9 563.8 339.4 654.9 687.3 453.8 562.3 612.1 817.9 1,193.6
Conservation Tax/ Exploration Incentive 1.7 1.5 1.4 0.1 0.0 0.0 0.0 0.0 (30.0) (50.0) 
Hazardous Release Fund 12.6 11.3 10.5 9.4 9.0 9.0 9.0 9.6 8.2 7.6
Gas Royalty-Net  1.1 0.8 0.8 0.9 1.0 1.3 3.2 6.6 6.7 9.1
			Subtotal 1,651.9 1,018.7 650.0 1,323.8 1,494.8 1,010.6 1,402.0 1,587.3 2,103.2 2,812.3
	 	 	 	 	 	 	 	 	 	 	 	

Cook Inlet            
Oil Royalty-Net (2) 21.2 13.5 10.2 19.5 27.4 18.8 24.2 26.0 29.2 30.8
Production	Tax	 	 	 	 	 	 	 	 	 	
   Oil Production Tax 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0
			Gas	Production	Tax	 18.2 18.4 13.2 16.0 17.9 23.4 23.0 24.7 24.4 33.2
   Total Production Tax 18.2 18.4 13.2 16.0 17.9 23.4 23.0 24.7 24.4 33.2
Conservation Tax/ Exploration Incentive 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Hazardous Release Fund 0.3 0.3 0.3 0.3 0.2 0.3 0.3 0.2 0.2 0.2
Gas Royalty-Net  22.4 20.9 18.3 19.4 30.5 25.2 23.4 39.2 31.1 41.0
	   Subtotal 62.2 53.2 42.2 55.2 75.9 67.7 70.9 90.1 85.0 105.2
            

Total Alaska            
Oil Royalty-Net (2) 756.8 454.8 308.1 678.0 824.7 565.3 851.8 985.0 1,329.6 1,682.8
Production	Tax	 	 	 	 	 	 	 	 	 	
   Oil Production Tax 868.9 545.2 328.0 632.6 667.1 444.5 549.6 594.5 787.3 1,162.6
   Gas Production Tax (includes gas NGL’s) 50.2 37.0 24.7 38.3 38.1 32.7 35.7 42.3 55.0 64.2
   Total Production Tax 919.1 582.2 352.7 670.9 705.2 477.2 585.3 636.8 842.3 1,226.8
Conservation Tax/ Exploration Incentive 1.7 1.6 1.5 0.1 0.0 0.0 0.0 0.0 (30.0) (50.0)
Hazardous Release Fund 13.0 11.6 10.9 9.7 9.2 9.3 9.2 9.8 8.4 7.8
Gas Royalty-Net  23.5 21.7 19.1 20.3 31.5 26.4 26.6 45.7 37.8 50.1
	 	 	 	 	 	 	 	 	 	
    Total 1,714.0 1,071.9 692.2 1,379.0 1,570.7 1,078.3 1,472.9 1,677.4 2,188.2 2,917.4

(1)	Appendices	A-5a	&	A-5b	provide	a	breakout	of	Alaska North Slope and Cook	Inlet	revenues	which	may	not	match	Alaska	State	Accounting	System	(AKSAS)	
numbers in tables throughout the Revenue Sources Book.This detailed revenue is from the Department of Revenue’s Forecast Model. This table can be found 
on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/ProductionTax&RoyaltyRevenue.pdf.
(2)	Unrestricted	oil	and	gas	royalty	revenue	is	net	of	Permanent	Fund	(PF)	and	Public	School	Fund	(PSF)	contributions.



Fall 2006 Revenue Sources Book · 91

Fall 2006 Revenue Sources Book

Revenue. A-5b
Petroleum Production Tax and Royalty Revenue—Forecast (1)

$ Million 

FY                                                                          2007       2008       2009       2010        2011         2012           2013       2014         2015          2016
	
Alaska North Slope	 	 	 	 	 	 	 	 	 	 	
Oil Royalty-Net (2) 1,415.9 1,234.0 1,203.4 1,167.9 1,172.1 1,082.9 959.8 826.2 803.0 787.4
Production	Tax	 	 	 	 	 	 	 	 	 	
    Oil Production Tax 0		 0	 0	 0	 0	 0	 0	 0	 0	 0			
    Gas Production Tax (includes gas NGL’s) 0		 0	 0	 0	 0	 0	 0	 0	 0	 0
			Total	Production	Tax(3) 2,074.8 1,482.2 1,358.2 1,287.5 1,319.6 1,302.6 1,161.7 971.9 903.0 840.7
Conservation Tax/ Exploration Incentive (50.0) (50.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Hazardous Release Fund 9.4 9.6 9.6 9.6 9.7 10.4 9.9 9.6 9.1 8.6
Gas Royalty-Net  4.6 2.4 2.3 2.3 2.3 2.2 2.1 1.9 2.0 2.0
			Subtotal 3,454.8 2,678.3 2,573.4 2,467.3 2,503.7 2,398.1 2,133.4 1,809.6 1,717.1 1,638.7

	 	 	 	 	 	 	 	 	 	 	
Cook Inlet           
Oil Royalty-Net (2) 30.3 25.2 24.2 21.2 20.5 18.5 16.6 14.5 14.2 13.9
Production	Tax	 	 	 	 	 	 	 	 	 	
   Oil Production Tax(4)	 0		 0	 0	 0	 0	 0	 0	 0	 0	 0
			Gas	Production	Tax	 0		 0	 0	 0	 0	 0	 0	 0	 0	 0
			Total	Production	Tax	(3) 32.7 34.1 35.2 36.3 37.4 23.1 23.8 24.6 25.4 26.2
Conservation Tax/ Exploration Incentive 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Hazardous Release Fund 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1
Gas Royalty-Net  53.2 55.6 57.4 59.2 61.1 37.8 39.0 40.2 41.5 42.9
	   Subtotal 116.3 115.1 117.0 116.8 119.2 79.5 79.5 79.5 81.2 83.1
            

Total Alaska           
Oil Royalty-Net (2) 1,446.2 1,259.2 1,227.6 1,189.1 1,192.6 1,101.4 976.3 840.7 817.2 801.3
Production	Tax	 	 	 	 	 	 	 	 	 	
   Oil Production Tax 0		 0	 0	 0	 0	 0	 0	 0	 0	 0				
   Gas Production Tax (includes gas NGL’s) 0		 0	 0	 0	 0	 0	 0	 0	 0	 0
			Total	Production	Tax	(3) 2,107.5 1,516.3 1,393.3 1,323.8 1,357.0 1,325.7 1,185.5 996.5 928.4 866.9
Conservation Tax/ Exploration Incentive (50.0) (50.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Hazardous Release Fund 9.7 9.8 9.8 9.8 9.8 10.5 10.0 9.7 9.2 8.7
Gas Royalty-Net 57.7 58.0 59.7 61.5 63.4 40.0 41.1 42.1 43.5 44.9 
	 	 	 	 	 	 	 	
    Total 3,571.1 2,793.4 2,690.4 2,584.1 2,622.9 2,477.6 2,213.0 1,889.1 1,798.3 1,721.8

(1)	Appendiices	A-5a	&	A-5b	provide	a	breakout	of	Alaska North Slope and Cook	Inlet	revenues	which	may	not	match	Alaska	State	Accounting	System	(AKSAS)	
numbers in tables throughout the Revenue Sources Book.This detailed revenue is from the Department of Revenue’s Forecast Model. This table can be found 
on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/ProductionTax&RoyaltyRevenue.pdf.
(2)	Unrestricted	oil	and	gas	royalty	revenue	is	net	of	Permanent	Fund	(PF)	and	Public	School	Fund	(PSF)	contributions.
(3)	Due	to	enactment	of	the	Petroleum Profits Tax (PPT) in 2006, oil and gas production taxes are combined and based on company profits. See Section 4 for 
PPT	detail.	
(4)	Cook	Inlet	production	is	afforded	special	treatment	under	the	PPT.	Taxation	is	based	on	the	lower	of	PPT	or	ELF calculated production	tax.
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Revenue.  A-6a
ANS and Cook Inlet Royalty Revenue—History (1)

$ Million 

FY                                                                       1997       1998        1999        2000        2001        2002        2003        2004       2005        2006

ALASKA NORTH SLOPE          

Total  Revenue	 	 	 	 	 	 	 	 	 	
   Oil (does not include NPR-A royalty) 1,005.7 602.2 402.4 897.0 1,099.5 761.1 1,142.0 1,287.3 1,745.6 2,217.3
	 	 	 Gas	 1.5 1.1 1.0 1.2 1.4 1.8 4.4 8.8 9.0 12.2
					 ANS Royalty Revenue 1,007.2 603.3 403.4 898.2 1,100.9 762.8 1,146.4 1,296.1 1,754.5 2,229.6

	
Revenue to Permanent Fund & Public School Fund	 	 	 	 	 	 	 	 	 	
   Oil 270.1 160.9 104.5 238.5 302.1 214.6 314.5 328.3 445.1 565.4
	 	 	 Gas	 0.4	 0.3	 0.3	 0.3	 0.4	 0.5	 1.2	 2.2	 2.3	 3.1
					 ANS Revenue to PF & PSF 270.5 161.2 104.8 238.9 302.5 215.1 315.7 330.5 447.4 568.5

	
General Fund Revenue       	 	 	 	
   Oil 735.5 441.2	 297.9 658.4 797.4 546.5 827.5 959.1 1,300.4 1,651.9
	 	 	 Gas	 1.1 0.8 0.8 0.9 1.0 1.3 3.2 6.6 6.7 9.1
				 ANS Royalty Revenue-Net 736.6 442.1 298.6 659.4 798.4 547.8 830.7 965.6 1,307.1 1,661.0

COOK INLET           

Total Revenue           
   Oil 28.5 18.2 13.7 26.2 36.7 25.3 32.5 34.9 39.2 41.4
	 	 	 Gas	 30.0 28.1 24.6 26.0 40.9 33.8 31.4 52.6 41.8 55.0
	   Cook Inlet Royalty Revenue 58.5 46.2 38.3 52.3 77.6 59.1 63.9 87.4 81.0 96.4

Revenue to Permanent Fund & Public School Fund         	
       Oil 7.3 4.6 3.5 6.7 9.4 6.4 8.3 8.9 10.0 10.6
	 	 	 Gas	 7.7 7.2 6.3 6.6 10.4 8.6 8.0 13.4 10.7 14.0
	  Cook Inlet Revenue to PF & PSF 14.9 11.8 9.8 13.3 19.8 15.1 16.3 22.3 20.7 24.6

General Fund Revenue           
   Oil 21.2 13.5 10.2 19.5 27.4 18.8 24.2 26.0 29.2 30.8
	 	 	 Gas	 22.4 20.9 18.3 19.4 30.5 25.2 23.4 39.2 31.1 41.0
    Cook Inlet Royalty Revenue-Net 43.6 34.5 28.6 38.9 57.8 44.0 47.6 65.1 60.3 71.8

(1) Appendices A-6a & A-6b provide royaty revenues which may not match the Alaska State Accounting Sytem (AKSAS)	numbers	in	tables	throughout	this	
Revenue Souces Book. Revenue from the Department of Revenue’s Forecast Model. This table can be found on the Tax Division’s web site at http://www.tax.
state.ak.us/sourcesbook/RoyaltyRevenueDetail.pdf.
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Revenue. A-6b
ANS and Cook Inlet Royalty Revenue—Forecast (1)

$ Million 

FY                                                                        2007       2008        2009       2010        2011        2012       2013        2014        2015            2016

ALASKA NORTH SLOPE          

Total  Revenue	 	 	 	 	 	 	 	 	 	
   Oil (does not include NPR-A royalty) 1,900.6 1,656.4 1,615.2 1,567.7 1,573.3 1,453.6 1,288.3 1,109.0 1,077.9 1,056.9
	 	 	 Gas	 6.2 3.2 3.1 3.1 3.1 3.0 2.8 2.6 2.6 2.7
					 ANS Royalty Revenue 1,906.7 1,659.6 1,618.3 1,570.7 1,576.4 1,456.6 1,291.1 1,111.6 1,080.5 1,059.6

Revenue to Permanent Fund & Public School Fund	 	 	 	 	 	 	 	 	 	
   Oil 484.6 422.4 411.9 399.8 401.2 370.7 328.5 282.8 274.9 269.5
	 	 	 Gas	 1.6 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.7
		 	 ANS Revenue to PF & PSF 486.2 423.2 412.7 400.5 402.0 371.4 329.2 283.5 275.5 270.2

General Fund Revenue       	 	 	 	
   Oil 1,415.9 1,234.0 1,203.4 1,167.9 1,172.1 1,082.9 959.8 826.2 803.0 787.4
	 	 	 Gas	 4.6 2.4 2.3 2.3 2.3 2.2 2.1 1.9 2.0 2.0
			  ANS Royalty Revenue-Net 1,420.5 1,236.4 1,205.7 1,170.2 1,174.5 1,085.2 961.9 828.1 805.0 789.4

COOK INLET           

	Total Revenue           
   Oil 40.6 33.8 32.5 28.4 27.5 24.8 22.2 19.4 19.0 18.7
	 	 	 Gas	 71.4 74.7 77.0 79.5 82.0 50.7 52.3 54.0 55.7 57.5
	   Cook Inlet Royalty Revenue 112.0 108.5 109.6 107.9 109.5 75.5 74.5 73.4 74.8 76.2

 Revenue to Permanent Fund & Public School Fund         	
   Oil 10.4 8.6 8.3 7.3 7.0 6.3 5.7 5.0 4.9 4.8
	 	 	 Gas	 18.2 19.0 19.6 20.3 20.9 12.9 13.3 13.8 14.2 14.7
    Cook Inlet Revenue to PF & PSF 28.6 27.7 27.9 27.5 27.9 19.2 19.0 18.7 19.1 19.4

General Fund Revenue           
   Oil 30.3 25.2 24.2 21.2 20.5 18.5 16.6 14.5 14.2 13.9
	 	 	 Gas	 53.2 55.6 57.4 59.2 61.1 37.8 39.0 40.2 41.5 42.9
    Cook Inlet Royalty Revenue-Net 83.4 80.8 81.6 80.4 81.6 56.2 55.5 54.7 55.7 56.8

(1) Appendices A-6a & A-6b provide royaty revenues which may not match the Alaska State Accounting Sytem (AKSAS)	numbers	in	tables	throughout	this	
Revenue Souces Book. Revenue from the Department of Revenue’s Forecast Model. This table can be found on the Tax Division’s web site at http://www.tax.
state.ak.us/sourcesbook/RoyaltyRevenueDetail.pdf.
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Revenue.  A-7a
Total Alaska Government Petroleum Revenue—History (1)

$ Million 

FY                                                                     1997          1998        1999        2000         2001        2002        2003       2004        2005          2006

Corporation Petroleum Tax 269.4 200.1 145.1 162.7 338.1 178.4 151.1 298.8 524.0 661.1
Production Tax 921.6 577.8 371.1 702.7 703.8 496.3 599.0 651.9 863.2 1,199.2
Petroleum	Property Tax 53.6 51.3 48.8 45.0 45.1 49.6 48.7 47.3 42.5 54.5
Oil and Gas	Royalties	(2) 1,065.7 649.5 441.7 950.5 1,178.5 821.9 1,210.3 1,383.6 1,835.5 2,325.9
Bonuses, Rents and Interest (3) 9.9 30.9 34.4 5.4 9.5 19.6 12.9 17.9 25.2 16.0
Deposits to the CBRF 566.6 343.2 55.3 448.3 48.9 90.2 22.3 8.4 27.4 43.7
 
  Total Petroleum Revenue 2,886.8 1,852.8 1,096.4 2,314.6 2,324.0 1,656.0 2,044.3 2,407.8 3,317.9 4,300.4

(1) Total does not include NPR-A royalties, rents and bonuses. Revenue numbers (except for royalties, bonuses, rents and interest) are from the Alaska	State	Ac-
counting	System	(AKSAS).	AKSAS	revenue	is	reported	for	period	oil	and	gas	produced;	when	amended,	revenue	is	different	than	when	it	was	actually	collected.	
Gross	royalties,	bonuses,	rents	&	interest	are	from	the	Department of Revenue’s Forecast Model and may not match AKSAS	numbers	in	tables	throughout	this	
Revenue Sources Book. A summary of historical General Fund petroleum revenue can be found on the Tax Division’s web site at http://www.tax.state.ak.us/
sourcesbook/TotalGovernmentRevenue.pdf
(2)	Includes	all	royalty	payments	allocated	to	Permanent	Fund,	Public	School	Fund	and	General	Fund.
(3) Oil and Gas Settlements from DOR Mineral Payments Fund Allocation Detail.



Fall 2006 Revenue Sources Book · 95

Fall 2006 Revenue Sources Book

Revenue. A-7b
Total Alaska Government Petroleum Revenue—Forecast (1)

(1) Total does not include NPR-A royalties, rents and bonuses. Revenue numbers (except for royalties, bonuses, rents and interest) are from the Alaska	State	Ac-
counting	System	(AKSAS).	AKSAS	revenue	is	reported	for	period	oil	and	gas	produced;	when	amended,	revenue	is	different	than	when	it	was	actually	collected.	
Gross	royalties,	bonuses,	rents	&	interest	are	from	the	Department of Revenue’s Forecast Model and may not match AKSAS	numbers	in	tables	throughout	this	
Revenue Sources Book. Forecasted General Fund petroleum revenue through FY 2016 can be found on the Tax Division’s web site at http://www.tax.state.
ak.us/sourcesbook/TotalGovernmentRevenue.pdf
(2)	Includes	all	royalty	payments	allocated	to	Permanent	Fund,	Public	School	Fund	and	General	Fund.
(3) Oil and Gas Settlements from DOR Mineral Payments Fund Allocation Detail.

FY                                                                     2007         2008         2009        2010         2011          2012          2013         2014        2015         2016

Corporation Petroleum Tax 657.2 493.7 466.5 455.0 447.1 458.7 430.1 404 361.1 367.5
Production Tax 2,067.2 1,476.1 1,403.1 1,333.5 1,366.8 1,336.2 1,195.5 1,006.2 937.6 875.6
Petroleum	Property Tax 51.7 51.4 51.0 50.6 50.4 50.1 49.2 47.9 46.5 46.0
Oil and Gas	Royalties	(2) 2,018.7 1,768.1 1,727.9 1,678.7 1,686.0 1,532.1 1,365.7 1,185.0 1,155.3 1,135.8
Bonuses, Rents and Interest (3) 69.1 25.1 22.0 21.4 22.8 21.5 23.9 30.2 24.2 19.7
Deposits to the CBRF 90.0 20.0 20.0 8.3 0.0 0.0 0.0 0.0 0.0 0.0
 
  Total Petroleum Revenue 4,953.9 3,834.4 3,690.5 3,547.5 3,573.2 3,398.6 3,064.4 2,673.3 2,524.7 2,444.6
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Prices.  B-1a
Crude Oil and Natural Gas Prices—History (1)

      NOMINAL

wti, ANS West Coast. ANS and Cook Inlet Wellhead Prices
$ per Barrel

FY                                                                       1997         1998        1999        2000        2001         2002          2003        2004        2005        2006
			
WTI  22.54 18.04 14.13 24.82 30.41 23.87 29.47 33.12 47.19 63.01
ANS West Coast 20.90 15.86 12.64 23.27 27.86 21.78 28.16 31.74 43.44 60.80
ANS Wellhead Wtd Avg All Destinations 16.40 11.70 8.50 18.94 22.81 17.09 23.10 26.71 38.82 55.33
Cook	Inlet	Wellhead 18.76 13.76 10.51 21.00 25.88 19.64 24.93 27.85 40.24 57.06
	
Henry Hub Natural Gas Prices
$ per MM BTU

FY                                                                       1997         1998        1999        2000         2001         2002         2003        2004        2005        2006

Henry Hub 2.48          2.43          1.97        2.64         5.47         2.80           4.62 5.37 6.18 9.20

      

      

      CONSTANT (2)

wti, ANS West Coast. ANS and Cook Inlet Wellhead Prices
$ per Barrel

(1) Data from Platt’s Oilgram Price Report, Wood McKenzie and Alaska	Department of Revenue’s prevailing	value	and	tax	return	data.	A	summary	of	historical	
crude oil and natural gas prices can be found on the Tax Division’s web site: http://www.tax.state.ak.us/sourcesbook/NominalOil&NatGasPrices.pdf. 
(2)  Adjustment to “constant” dollars is useful to compare prices across time excluding inflation. These price data are adjusted to constant dollars based on infla-
tion	rates	provided	by	the	U.S.	Department	of	Labor,	Bureau	of	Labor	Statistics.	The	data	series	used	is	the	Consumer	Price	Index	for	all	Urban	Consumers	(CPI-
U) which can be found at http://www.bls.gov/cpi/home.htm. A summary of constant crude oil and natural gas prices can be found on the Tax Division’s web site at 
http://www.tax.state.ak.us/sourcesbook/ConstantOil&NatGasPrices.pdf.  

	
FY                                                                       1997         1998        1999        2000         2001        2002          2003       2004       2005         2006
			
WTI  27.98 21.89 16.86 29.05 34.30 26.08 31.87 35.06 48.38 63.01
ANS West Coast 25.94 19.24 15.08 27.23 31.43 23.80 30.44 33.61 44.54 60.80
ANS Wellhead Wtd Avg All Destinations 20.35 14.19 10.15 22.17 25.74 18.67 24.97 28.28 39.80 55.33
Cook	Inlet	Wellhead 23.28 16.69 12.54 24.58 29.20 21.46 26.95 29.49 41.26 57.06

Henry Hub Natural Gas Prices
$ per MM BTU

FY                                                                        1997         1998        1999        2000        2001       2002         2003        2004         2005       2006

Henry Hub 3.08          2.94         2.35         3.09         6.17        3.06          5.00         5.69 6.34         9.20
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Prices.  B-1b
Crude Oil and Natural Gas Prices—Forecast(1)

      NOMINAL (2)

WTI, ANS West Coast. ANS and Cook Inlet Wellhead Prices
$ per Barrel

FY                                                                        2007        2008          2009        2010        2011        2012        2013         2014       2015        2016

WTI 61.45 53.75 52.00 51.50 52.50 50.00 47.50 44.00 45.00 46.00
ANS West Coast 59.15 51.25 49.50 49.00 50.00 47.50 45.00 41.50 42.50 43.50
ANS Wellhead Wtd Avg All Destinations 52.35 44.97 44.84 44.09 44.98 42.24 39.62 35.88 36.66 37.51
Cook	Inlet	Wellhead 56.32 49.19 47.45 46.99 47.98 45.49 43.00 39.50 40.51 41.52

Henry Hub Natural Gas Prices
$ per MM BTU

FY                                                                      2007        2008          2009         2010        2011        2012        2013         2014       2015        2016

Henry Hub                                                          5.93        5.76 5.93          5.88         6.02          5.80           5.25          4.75          4.88      5.02

      

      

      CONSTANT

WTI, ANS West Coast. ANS and Cook Inlet Wellhead Prices

$ per Barrel

(1)	Data	from	the	Department of Revenue’s forecast model. Forecasts of crude oil and natural gas prices through FY 2016 can be found on the Tax Division’s web 
site: http://www.tax.state.ak.us/sourcesbook/NominalOil&NatGasPrices.pdf. 
(2)  Adjustment to “nominal” dollars is required to prepare the crude oil and natural gas price forecast. Callan Associates Inc.’s inflation rate of 2.75% was used for 
FY 2007-beyond.  A summary of nominal crude oil and natural gas prices can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/
ConstantOil&NatGasPrices.pdf.      

FY                                                                        2007         2008        2009        2010         2011         2012        2013       2014       2015        2016

WTI 59.81 50.91 47.94 46.20 45.84 42.49 39.28 35.42 35.25 35.07
ANS West Coast 57.57 48.54 45.63 43.96 43.66 40.36 37.22 33.40 33.29 33.16
ANS Wellhead Wtd Avg All Destinations 50.95 42.59 41.33 39.56 39.27 35.90 32.76 28.88 28.72 28.59
Cook	Inlet	Wellhead 54.81 46.59 43.74 42.15 41.89 38.65 35.56 31.80 31.73 31.65

Henry Hub Natural Gas Prices
$ per MM BTU

FY                                                                     2007          2008         2009        2010         2011         2012        2013        2014       2015        2016

Henry Hub                                                         5.77           5.45          5.47         5.27          5.26         4.93          4.34         3.82          3.82       3.82
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(1)	Data	from	the	Department of Revenue’s Forecast Model. A summary of historical netback costs can be found on the Tax Division’s web site at http://www.tax.
state.ak.us/sourcesbook/NetbackCosts.pdf

Netback Costs.  B-2a
Nominal Netback Costs—History (1)

Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

$ per Barrel

FY                                                                          1997       1998         1999        2000        2001       2002        2003        2004        2005         2006

Marine Costs 1.52 1.51 1.52 1.59 1.39 1.55 1.71 1.69 1.79 1.63
TAPS Tariff 2.71 2.73 2.74 2.86 3.27 3.50 3.40 3.16 3.28 3.58
TAPS	Quality	Bank	+	Loss	 0.00	 0.00	 0.00	 0.00	 0.00	 (0.02)	 (0.05)	 (0.13)	 (0.27)	 (0.27)
Feeder Pipe + Other Upstream Costs 0.11 0.07 0.03 (0.01) (0.09) 0.09 0.30 0.26 0.23 0.40
Location Differential 0.16 (0.14) (0.16) (0.11) 0.47 (0.42) (0.29) 0.05 (0.41) 0.13

			Total Netback Costs 4.50 4.16 4.14 4.32 5.04 4.69 5.06 5.04 4.62 5.47
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Netback Costs.  B-2b
Nominal Netback Costs—Forecast (1)

Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

$ per Barrel

(1)	Data	from	the	Department of Revenue’s Forecast Model. Forecasted netback costs through FY 2016 can be found on the Tax Division’s web site at http://
www.tax.state.ak.us/sourcesbook/NetbackCosts.pdf.

FY                                                                         2007        2008         2009       2010         2011       2012        2013         2014       2015        2016

Marine Costs 1.76  1.79  1.84  1.89  1.94  1.99  2.04  2.09  2.14  2.19 
TAPS Tariff 4.38  4.11  2.36  2.43  2.48  2.53  2.57  2.71  2.84  2.92 
TAPS Quality Bank + Loss (0.62) (0.45) (0.46) (0.47) (0.48) (0.50) (0.51) (0.53) (0.54) (0.56)
Feeder Pipe + Other Upstream Costs 0.86  0.83  0.86  0.87  0.92  1.10  1.16  1.25  1.30  1.34 
Location Differential 0.43  0.00  0.06  0.18  0.16  0.13  0.12  0.10  0.10  0.09 

				Total Netback Costs 6.80  6.28  4.66  4.91  5.02  5.26  5.38  5.62  5.84  5.99 
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Prices.  B-3
Price Changes from Spring 2006 Forecast

$ per barrel

FY                                            2006       2007       2008        2009        2010       2011        2012        2013       2014        2015           2016

Fall 2006 Forecast
		WTI 63.01 61.45 53.75 52.00 51.50 52.50 50.00 47.50 44.00 45.00 46.00
		ANS West Coast 60.80 59.15 51.25 49.50 49.00 50.00 47.50 45.00 41.50 42.50 43.50
		ANS Wellhead	(1) 55.33 52.35 44.97 44.84 44.09 44.98 42.24 39.62 35.88 36.66 37.51
		Cook	Inlet	Wellhead 57.06 56.32 49.19 47.45 46.99 47.98 45.49 43.00 39.50 40.51 41.52

Spring 2006 Forecast
		WTI 61.02 55.90 49.10 27.50 27.50 27.50 27.50 27.50 27.50 27.50 27.50
		ANS West Coast 58.72 53.60 46.90 25.50 25.50 25.50 25.50 25.50 25.50 25.50 25.50
		ANS Wellhead		(1) 53.01 47.40 40.90 21.13 21.02 20.87 20.62 20.43 20.24 20.17 20.07
		Cook	Inlet	Wellhead 56.33 51.54 44.85 23.46 23.49 23.48 23.49 23.50 23.50 23.51 23.52
	 	 	 	 	 	 	 	 	 	 	
					price	change	from	prior	forecast
	 WTI $1.99  $5.56  $4.65  $24.50  $24.00  $25.00  $22.50  $20.00  $16.50  $17.50  $18.50 
	 ANS West Coast $2.08  $5.55  $4.35  $24.00  $23.50  $24.50  $22.00  $19.50  $16.00  $17.00  $18.00 
	 ANS Wellhead	(1) $2.32  $4.96  $4.07  $23.71  $23.07  $24.11  $21.63  $19.18  $15.64  $16.49  $17.44 
	 Cook	Inlet	Wellhead $0.74  $4.78  $4.34  $23.99  $23.50  $24.50  $22.00  $19.50  $16.00  $17.00  $18.00 
	 	 	 	 	 	 	 	 	 	
					percent	change	from	prior	forecast
	 WTI 3.3% 9.9% 9.5% 89.1% 87.3% 90.9% 81.8% 72.7% 60.0% 63.6% 67.3%
	 ANS West Coast 3.5% 10.4% 9.3% 94.1% 92.2% 96.1% 86.3% 76.5% 62.7% 66.7% 70.6%
	 ANS Wellhead	(1) 4.4% 10.5% 10.0% 112.2% 109.8% 115.6% 104.9% 93.9% 77.2% 81.7% 86.9%
	 Cook	Inlet	Wellhead 1.3% 9.3% 9.7% 102.2% 100.1% 104.3% 93.7% 83.0% 68.1% 72.3% 76.5%

(1)		ANS Wellhead	weighted	average	all	destinations.
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Production.  C-1
Production Changes from Spring 2006 Forecast

Million Barrels per Day

FY                                                2006       2007      2008      2009         2010         2011       2012        2013        2014       2015          2016

Fall 2006 Forecast
		ANS 0.845  0.740  0.782  0.779  0.779  0.782  0.831  0.795  0.772  0.737  0.696 
		Cook	Inlet	 0.018  0.017  0.016  0.014  0.013  0.012  0.011  0.010  0.010  0.009  0.008	
  ALASKA 0.863  0.756  0.798  0.793  0.792  0.794  0.842  0.806  0.782  0.746  0.705 
	 	 	 	 	 	 	 	 	 	
Spring 2006 Forecast	 	 	 	 	 	 	 	 	 	 	
		ANS 0.854  0.825  0.803  0.799  0.786  0.802  0.813  0.785  0.762  0.732  0.772 
		Cook	Inlet	 0.018  0.017  0.016  0.014  0.014  0.013  0.012  0.011  0.011  0.010  0.010 
  ALASKA 0.872  0.842  0.819  0.813  0.799  0.815  0.825  0.797  0.773  0.742  0.782 
	 	 	 	 	 	 	 	 	 	 	
					volume	change	from	prior	forecast	 	 	 	 	 	 	 	 	 	 	
     				ANS Total (0.008) (0.086) (0.021) (0.020) (0.007) (0.020) 0.018  0.010  0.009  0.005  (0.076)
	 Cook	Inlet	 0.000		 (0.000)	 (0.000)	 (0.000)	 (0.001)	 (0.001)	 (0.001)	 (0.001)	 (0.001)	 (0.001)	 (0.001)
 ALASKA (0.008) (0.086) (0.021) (0.020) (0.008) (0.021) 0.017  0.009  0.008  0.004  (0.077)
	 	 	 	 	 	 	 	 	 	
	 	 	 	 	 	 	 	 	 	 	
					percent	change	from	prior	forecast	 	 	 	 	 	 	 	 	 	
	 ANS Total -1.0% -10.4% -2.6% -2.5% -0.9% -2.5% 2.3% 1.3% 1.2% 0.7% -9.8%
	 Cook	Inlet	 0.0% -1.7% -0.4% -2.6% -4.4% -6.2% -8.3% -10.2% -12.0% -13.5% -14.9%
 ALASKA -1.1% -10.2% -2.5% -2.5% -1.0% -2.6% 2.1% 1.1% 1.1% 0.5% -9.9%
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Production. C-2a
Crude Oil Production—History (1)

Million Barrels per Day

FY                                                           1997        1998        1999        2000       2001        2002        2003      2004         2005        2006

Alaska North Slope
Prudhoe	Bay	(2) 0.809 0.713 0.636 0.571 0.540 0.487 0.433 0.419 0.381 0.340
PBU	Satellites	(3) 0 0 0.003 0.005 0.007 0.026 0.045 0.052 0.044 0.041
GPMA	(4) 0.210 0.192 0.159 0.118 0.089 0.075 0.065 0.061 0.056 0.048
Kuparuk 0.266 0.259 0.240 0.212 0.197 0.176 0.160 0.155 0.142 0.134
Kuparuk	Satellites	(5) 0 0.001 0.025 0.037 0.031 0.039 0.052 0.049 0.051 0.041
Milne		Point (6) 0.048 0.053 0.055 0.053 0.052 0.052 0.051 0.051 0.050 0.041
Endicott	(7) 0.070 0.057 0.052 0.048 0.037 0.033 0.029 0.029 0.021 0.020
Liberty	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0
Alpine (8) 0 0 0 0 0.038 0.096 0.098 0.099 0.104 0.123
Fiord (9)	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0
Nanuq	(10)	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0	 	
NPR-A 0 0 0 0 0 0 0 0 0 0  
Offshore	(11)	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0	 	
Northstar	(12)	 0 0 0 0 0 0.019 0.057 0.066 0.069 0.056
	 	 	 	 	 	 	 	 	 	
Total ANS 1.403 1.274 1.170 1.044 0.991 1.004 0.991 0.980 0.917 0.845
          
Cook Inlet 0.037 0.032 0.032 0.029 0.029 0.033 0.028 0.023 0.019 0.018
          
Total Alaska 1.440 1.306 1.202 1.073 1.020 1.036 1.020 1.004 0.936 0.863

(1)	A	summary	of	historical	crude	oil production can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/AlaskaProduction.pdf.
(2) Includes NGLs from Central Gas Facility shipped to TAPS.  
(3) Aurora, Borealis, Midnight Sun,Orion and Polaris.  
(4) Lisburne, Niakuk,North Prudhoe Bay State, Point McIntyre, Raven, West Beach and West Niakuk.   
(5)	Meltwater,	Tabasco,	Tarn	and	West	Sak.
(6) Includes Sag River and Schrader Bluff.
(7) Includes Badami, Eider and Sag Delta.
(8) Includes Alpine-West and Qannik.
(9) Fiord and Fiord-Kuparuk.
(10) Nanuq and Nanuq-Kuparuk.
(11) Known Offshore includes Nikaitchuq and Oooguruk.
(12)	Includes	Outer Continental Shelf (OCS) production.        
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FY                                                          2007       2008         2009       2010        2011       2012       2013        2014        2015          2016

Alaska North Slope
Prudhoe	Bay	(2) 0.280 0.301 0.295 0.286 0.279 0.268 0.258 0.249 0.240 0.233
PBU	Satellites	(3) 0.045 0.052 0.064 0.080 0.091 0.089 0.082 0.075 0.069 0.064
GPMA	(4) 0.030 0.044 0.041 0.039 0.036 0.034 0.032 0.030 0.028 0.027
Kuparuk 0.119 0.116 0.113 0.107 0.103 0.098 0.094 0.091 0.087 0.084
Kuparuk	Satellites	(5) 0.045 0.053 0.053 0.055 0.059 0.062 0.064 0.065 0.066 0.067
Milne		Point (6) 0.031 0.037 0.037 0.038 0.040 0.044 0.048 0.049 0.046 0.044
Endicott	(7) 0.017 0.016 0.015 0.014 0.014 0.014 0.014 0.014 0.015 0.016
Liberty 0 0 0 0 0 0.050 0.046 0.040 0.033 0.027
Alpine (8) 0.106 0.090 0.079 0.076 0.071 0.062 0.055 0.048 0.041 0.036
Fiord (9) 0.010 0.019 0.023 0.023 0.021 0.015 0.008 0.005 0.004 0.003
Nanuq	(10) 0.005 0.012 0.013 0.012 0.011 0.010 0.010 0.009 0.008 0.008
NPR-A 0 0 0 0 0.010 0.038 0.044 0.060 0.064 0.057
Offshore	(11) 0 0.003 0.014 0.023 0.028 0.028 0.027 0.025 0.024 0.022
Northstar	(12)	 0.051 0.039 0.031 0.026 0.021 0.018 0.015 0.013 0.011 0.009
	 	 	 	 	 	 	 	 	 	
Total ANS 0.740 0.782 0.779 0.779 0.782 0.831 0.795 0.772 0.737 0.737
          
Cook Inlet 0.017 0.016 0.014 0.013 0.012 0.011 0.010 0.010 0.009 0.008
          
Total Alaska 0.756 0.798 0.793 0.792 0.794 0.842 0.806 0.782 0.746 0.705

Production. C-2b
Crude Oil Production—Forecast (1)

Million Barrels per Day 

(1)	Forecasted	crude	oil production through FY 2016 can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/AlaskaProduction.pdf.
(2) Includes NGLs from Central Gas Facility shipped to TAPS.  
(3) Aurora, Borealis, Midnight Sun,Orion and Polaris.  
(4) Lisburne, Niakuk,North Prudhoe Bay State, Point McIntyre, Raven, West Beach and West Niakuk.   
(5)	Meltwater,	Tabasco,	Tarn	and	West	Sak.
(6) Includes Sag River and Schrader Bluff.
(7) Includes Badami, Eider and Sag Delta.
(8) Includes Alpine-West and Qannik.
(9) Fiord and Fiord-Kuparuk.
(10) Nanuq and Nanuq-Kuparuk.
(11) Known Offshore includes Nikaitchuq and Oooguruk.
(12)	Includes	Outer Continental Shelf (OCS) production.
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Production. C-3a
Economic Limit Factors (for Fields with Positive ELF)—History (1)

Percent

FY                                                        1997          1998         1999       2000      2001        2002         2003       2004        2005           2006

Prudhoe Bay 0.9725 0.9626 0.9489 0.9308 0.9170 0.8960 0.8701 0.8547 0.8430 0.8591
Aurora 0 0 0 0 0 0 0 0 0.2954 0.8591
Borealis 0 0 0 0 0 0.0785 0.1140 0.0839 0.3009 0.8591
Midnight Sun 0 0 0 0 0 0 0 0 0.2954 0.8591
Orion 0 0 0 0 0 0 0 0 0.2961 0.8591
Polaris 0 0 0 0 0 0 0 0 0.2954 0.8591
Point McIntyre 0.9496 0.9220 0.8510 0.6300 0.4312 0.2064 0.1603 0.1084 0.3201 0.8591
Kuparuk 0.7814 0.7584 0.7017 0.5977 0.4934 0.3526 0.2292 0.1798 0.0507 0.0050
Tarn 0 0 0.0713 0.0476 0.0040 0.0421 0.0996 0.0597 0.0097 0.0003
West	Sak	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0
Milne  Point 0.0193 0.0310 0.0427 0.0254 0.0106 0.0013 0 0 0 0
Endicott 0.4734 0.3029 0.0862 0.0487 0.0089 0.0014 0.0003 0.0002 0 0
Liberty	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0
Alpine 0 0 0 0 0.3458 0.8784 0.8570 0.8430 0.8291 0.8574 
Fiord	 0	 0	 0	 0	 0	 0	 0	 0	 0	 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Northstar 0 0 0 0 0 0.4198 0.8642 0.8468 0.8343 0.7278	 	
	 	 	 	 	 	 	 	
   Volume Weighted ELF 0.8504 0.8232 0.7628 0.6930 0.6441 0.6085 0.5756 0.5561 0.5827 0.4834

(1) A summary of historical ELFs can be found on the Tax Division’s web site at http://www.tax.state.ak.us/sourcesbook/ELFs.pdf.
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Production. C-3b
Economic Limit Factors (for Fields with Positive ELF)—Forecast (1)

Percent

FY                                                           2007       2008       2009      2010         2011
Prudhoe Bay 0.7330 0.7824 0.7999 0.8141 0.8238
Aurora 0.7330 0.7824 0.7999 0.8141 0.8238
Borealis 0.7330 0.7824 0.7999 0.8141 0.8238
Midnight Sun 0.7330 0.7824 0.7999 0.8141 0.8238
Orion 0.7330 0.7824 0.7999 0.8141 0.8238
Polaris 0.7330 0.7824 0.7999 0.8141 0.8238
Point McIntyre 0.7330 0.7824 0.7999 0.8141 0.8238
Kuparuk	 0	 0	 0	 0	 0	
Tarn	 0.0002	 0	 0	 0	 0
West Sak 0 0.0003 0.0006 0.0032 0.0109
Milne		Point	 0	 0	 0	 0	 0
Endicott 0 0 0 0 0
Liberty	 0	 0	 0	 0	 0
Alpine 0.7975 0.7080 0.5734 0.4031 0.2448
Fiord 0.0003 0.0044 0.0446 0.0370 0.0064 
NPR-A 0 0 0 0 0
Northstar 0.6438 0.4311 0.2483 0.0925 0.0192	 	 	 	 	 	 	
	 	 	
   Volume Weighted ELF 0.4834 0.4713 0.4516 0.4327 0.4171

(1)	ELF is projected through FY 2011 to assist in the comparison of PPT	revenues	and	revenue	under	the	old	ELF-based system. This comparison is required 
under	the	new	statute.
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Alaska Aerospace Development Corpora-
tion  75, 76, 77, 78, 79, 80, 81

Alaska Department of Revenue/Depart-
ment of Revenue  i, ii, 2, 7, 10, 16, 
17, 20, 23, 26, 36, 44, 47, 49, 67, 
70, 82, 90, 91, 92, 93, 94, 95, 96, 
97, 98, 99

Alaska Energy Authority  56, 75, 76, 77, 
78, 79, 80, 81

Alaska Housing Finance Corporation  56, 
75, 76, 77, 78, 79, 80, 81

Alaska Industrial Development and Ex-
port Authority  75, 76, 77, 78, 80

Alaska Municipal Bond Bank Authority  
56, 75, 76, 77, 78, 79, 80, 81

Alaska North Slope (ANS)  1, 10, 11, 12, 
13, 14, 16, 19, 33, 34, 35, 36, 37, 
38, 39, 40, 41, 83, 85, 90, 91, 92, 
93, 96, 97, 100, 101, 102, 103, 106

Alaska North Slope Production  (see Oil 
Production)

Alaska Railroad Corporation  75, 76, 77, 
78, 79, 80, 81

Alaska State Accounting System (AK-
SAS)  7, 56, 84, 90, 91, 92, 93, 
94, 95

Alaska Student Loan Corporation  75
Alcoholic Beverage Licenses  8, 54, 87
Alcoholic Beverages Tax  46
ANS Crude Oil Price on the West Coast 

(ANS WC)   10, 96, 97, 100
API Gravity  21, 22, 23, 24
Bonuses, Rents and Interest  87, 88, 94, 

95
Business Licenses  52
Cabin Rentals  55
Callan and Associates, Inc.  (see Inflation)
Charges for Services  i, 8, 9, 46, 49, 50
Charitable Gaming  47
Cigarette Tax  49, 51
Coal Royalties  55
Commercial Passenger Vessel Ranger Fee  

47, 52
Commercial Passenger Vessel Tax  47, 52
Conservation Surchage (see Hazardous 

Release Tax)
Constitutional Budget Reserve Fund 

(CBRF)  ii, 1, 4, 5, 18, 29, 43, 66, 
67, 84, 88, 89

11. Index
Cook Inlet (CI)  15, 32, 41, 83, 90, 91, 

92, 93, 96, 97, 100, 101, 102, 103
Corporate Income Tax  i, 4, 8, 28, 29, 43, 

47, 48, 50, 51
Cruise Ship Tax (see Commercial Pas-

senger  Vessel)
Dive Fishery Management Assessment  

7, 49
Economic Limit Factor (ELF)  15, 16, 17, 

31, 32, 33, 16, 33, 32, 33, 34, 35, 
83, 91, 104, 105

Electric and Telephone Cooperative Taxes  
47, 86

Endowment Funds  i, 71
Estate Tax  8, 48
Exploration Property Tax  42
Federal Receipts/Federal Revenue/Feder-

al Spending  i, 5, 46, 57, 58, 60, 84
Feeder Pipelines  38
Fines and Forfeitures  i, 4, 46, 53
Fisheries Business Tax  8, 9, 51, 98
Fishery Resource Landing  8, 48
Fishing and Hunting License Fees  54
Forecasting Methodology  11, 29, 36
Gas Production Tax  i, 15, 29
Gas Royalties  87, 94, 95
General Fund Revenue  7, 84, 92, 93
General Fund Unrestricted Revenue  i, 

85, 87, 88, 89
General Purpose Revenue  1, 7, 8, 10, 17, 

84
Governmental Accounting Standards 

Board (GASB)  5, 71, 72, 84
Gravity  21, 22, 23, 24
Hazardous Release Tax  8, 31, 34
Heavy Oil  i, 21, 22, 40
Henry Hub  96, 97
Inflation  36, 38, 49, 54, 69, 74, 84, 96, 97
Insurance Premium Tax  9, 48, 51, 86
Interest Paid by Others  63
International Energy Agency (IEA)  22, 

23, 24, 25, 37
Investments/Investment Earnings/Invest-

ment Revenue  i, 1, 3, 4, 6, 8, 9, 
14, 15, 17, 18, 24, 27, 31, 38, 45, 
46, 57, 61, 62, 63, 64, 65, 68, 71, 
72, 76, 84, 87

Land Leasing, Rental and Sale  55
Licenses and Permits  i, 4, 9, 46, 54, 87
Location Differential  38, 39, 98, 99
Marine Highway Fund  50

Marine Transportation/Transportation 
Costs  34, 35, 38, 39

Mining/Mining Tax/Mining License Tax  
48, 84

Miscellaneous Revenue  9, 87
Motor Fuel Tax  8, 48, 49, 50, 51, 86, 87
Motor Vehicle Registration Fees  54
Motor Vehicle Tire Fee/Tire Fee  49
National Petroleum Reserve-Alaska 

(NPR-A)  12, 29, 30, 43
Natural Gas  31, 83, 96, 97
Netback Costs  39, 83, 98, 99
New York Mercantile Exchange  10, 11
Non-oil Revenue  i, 1, 46
Ocean Ranger Program  47, 52
Office of Management and Budget 

(OMB)  7, 36, 52, 56, 58
Oil and Gas Conservation Commission 

Receipts  53
Oil Prices (see ANS Crude Oil)
Oil Production  1, 10, 12, 14, 22, 24, 34, 

35, 36, 38, 43, 102, 103
Oil Production Forecast  12, 13, 103
Oil Production Forecast – Currently Pro-

ducing  12, 13, 35, 39, 40
Oil Production Forecast – Under Devel-

opment  12, 13, 39, 40
Oil Production Forecast – Under Evalua-

tion  12, 13, 39, 40
Oil Revenue  4, 6, 8, 10, 27, 28, 30, 83, 

88, 89, 94, 95
Oil Royalties  4, 30, 34, 35
Organization of Petroleum Exporting 

Countries (OPEC)  36, 37, 38
Other Revenue  i, 4, 6, 17, 43, 45, 46, 56
Other Tobacco Products  49
Outer Continental Shelf  102, 103
Permanent Fund  i, ii, 1, 5, 29, 43, 55, 62, 

65, 69, 71, 72, 73, 74, 84, 88, 89, 
90, 91, 92, 93, 94, 95

Permanent Fund GASB (or Market) 
Income  84

Permanent Fund Statutory Income  84
Petroleum Profits Tax (PPT)  15, 16, 17, 

24, 31, 32, 33, 34, 78, 85, 91, 105
Petroleum Revenue  ii, 83, 88, 89, 94, 95
Petroleum Special Settlements  87, 88, 89
Pipeline Transportation Property  42, 106
Prevailing Value  35, 96
Production Costs  25, 38
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Production Property  42, 106
Production Tax  i, 4, 8, 10, 15, 16, 28, 29, 

31, 33, 34, 38, 85, 91
Program Receipts  7, 52, 53, 84
Progressivity Tax  32
Property Tax  i, 4, 8, 28, 29, 30, 42, 86, 

88, 89, 94, 95
Public School Fund  43, 88, 89, 90, 91, 

92, 93, 94, 95
Receipt Supported Services  49, 55
Regional Seafood Development Tax  49
Regulatory Commission of Alaska 
 (RCA) Receipts  53
Rents and Royalties  i, 4, 43, 46, 55
Restricted Program Receipts  84
Restricted Revenue  ii, 4, 84, 86, 87
Royalties  4, 8, 28, 30, 34, 35, 43, 55, 87, 

88, 89, 94, 95
Sales/Use tax  8, 50, 51
Salmon Enhancement Tax  49
Seafood Marketing Assessment/Tax  49, 

52, 86, 87
Sensitivity Matrix  36, 85
Severance Tax  (see Production Tax)
Statutorily Designated Program Receipts  

53
Steam Assisted Gravity Drainage 

(SAGD)  23, 24
Tax Division Annual Report  9, 28, 42, 

51, 52
Taxes  i, 1, 4, 7, 8, 9, 29, 31, 32, 39, 46, 

47, 48, 49, 51, 58, 84, 88, 91
Test Fisheries Receipts  52, 53
Timber Sales/Receipts  87
Tire Fee  (see Motor Vehicle Tire Fee/Tire 

Fee) 
Tobacco Settlement/Master Settlement 

Agreement  53, 54
Tobacco Tax  8, 49
Trans-Alaska Pipeline System (TAPS)  

13, 38, 39, 98
Transfer from Component Organizations  

55, 56
Unclaimed Property  7, 9, 55, 56
Unrestricted General Purpose Revenue/

Unrestricted Revenue  i, 1, 4, 7, 8, 
9,  10, 17, 84, 85, 87, 88, 89

U.S. Department of Energy, Energy 
Information Administration (DOE-
EIA)  37

Vehicle Rental Tax  8, 49
Viscous Oil  13, 22, 23, 24, 39, 40
Wellhead Price/Wellhead  10, 15, 31, 38, 

96, 97, 100
West Texas Intermediate (WTI)  10, 36, 

37, 96, 97, 100
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formats upon request. Please contact the d�v�s�on’s representat�ve at 907.465.3692 
or 907.465.3678 (TDD) to make necessary arrangements.
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Th�s publ�cat�on, requ�red by law (AS 37.07.060), was pr�nted �n Juneau, 
Alaska at a cost of about $7 per copy.
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